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At Scripps Networks Interactive were dedicated to

developing entertaining and relevant lifestyle content

for our television networks and interactive businesses

that engages audiences and provides advertisers with

powerful marketing platforms Anchored by two of

Americas most recognizable and popular brands

HGTV and Food Network we deliver high-quality

programming and interactive content in the shelter

and food categories that consumers naturally turn to

regardless of the economic cycle Its our missionto

develop engaging programming and Internet content

and services that media consumers seek

Financial Highlights Dollars in millions 2008 2007 2006

Consolidated

Operating revenues $1591 $1441 $1323

Income loss from continuing operations 24 130 234

Lifestyle Media

Segment operating revenues $1312 $1185 $1052

Segment profit 648 605 518

Segment profit margin 49% 51% 49%

Interactive Services

Segment operating revenues 278 256 271

Segment profit 68 40 68

Segment profit margin 24% 16% 25%

Segment profit is used by the companys chief operating decision makers to evaluate its business segment

See
page

F-36 of the companys Form 10-K
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At our Interactive Services businesses Shopzilla

and uSwitch the effects of the challenging

economy are being felt more directly

Both businesses performod solidly during 2008

with revenue arid segment profit up markedly

from the prior year Most of that growth however

occurred during the first three quarters of the year

bcfore the economy took its turn for the worse

he fourth quarter was more challenging than

the rest of the year due to declining retail spending

and sponsoreddink revenue agreement with

Google that was renewed at terms less favorable

for us than before

those headwinds combined with an intentional

decision to strategically reposition our Shopzilla and

BiiRate brands for long term growth will most
likely

result in lower revenue and profits from the segment

in 2009

At uSwitch the United Kingdoms leading

energy switching site we returned the business

to profitability as promised and initiated some

rnodst low cost investments to diversify both

geographically and in terms of the switching

products we offer the UK is feeling the impact

of the economic downturn as well so were

antieipdting energy rates that will be either flat

or down which we suspect will result in lower

energy switrhing activity

Were committed to operating our online comparison

shopping businesses as efficiently as possible as

well as building on their strengths We believe

theres value proposition worth pursuing at both

brands as consumers get comfortable comuleting

transactions online

Vaue for Share hoder

Besides solid operating results 2008 was

momentous year for the company

We successfully completed our separation from

he Scripps Company and began life as

an independent publicly traded medta company

The separation enables us to focus our time and

resources on the media businesses we know best

Looking ahead we see many opportunities to create

value for shareholders as we expand our footprint

as the leader in lifestyle media and significant

competitor in online comparison shopping

As always we coricider it priviloge to be managing

your enterprise and are committed to the companys

financial health and growth over the long term

Sincerely

Kenneth Lowe

Cnairman President and Chief Executive Officer
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As used in this Annual Report on Form 10-K the terms

SNI we our or us may depending on the context

refer to Scripps Networks Interactive Inc to one or more

of its consolidated subsidiary companies or to all of them

taken as whole

Additional Information

Our Company Web site is www.scrippsnetworksinteractive.com

Copies of all of our SEC filings filed or furnished pursuant to

Section 13a or 15d of the Securities Exchange Act of 1934

are available free of charge on our Web site as soon as rea

sonably practicable after we electronically file the material

with or furnish it to the SEC Our Web site also includes

copies of the charters for our Compensation Nominat

ing Governance and Audit Committees our Corporate

Governance Principles our Insider Trading Policy our Ethics

Policy and our Code of Ethics for the CEO and Senior Finan

cial Officers All of these documents are also available to

shareholders in print upon request

Forward-Looking Statements

Our Annual Report on Form 10-K contains certain forward-

looking statements related to our businesses that are based

on our current expectations Forward-looking statements are

subject to certain risks trends and uncertainties that could

cause actual results to differ materially from the expectations

expressed in the forward-looking statements Such risks

trends and uncertainties which in most instances are beyond

our control include changes in advertising demand and other

economic conditions consumers tastes program costs labor

relations technological developments competitive pressures

interest rates regulatory rulings the risk that the benefits from

the separation transaction may not be fully realized or may
take longer to realize than expected and reliance on third-

party vendors for various products and services The words

believe expect anticipate estimate intend and simi

lar expressions identify forward-looking statements All for

ward-looking statements which are as of the date of this filing

should be evaluated with the understanding of their inherent

uncertainty We undertake no obligation to publicly update

any forward-looking statements to reflect events or circums

tances after the date the statement is made

PART

Item Business

Separation from The Scripps Company

As previously disclosed in our registration statement on Form 10

filed with the U.S Securities and Exchange Commission

Scripps Networks Interactive Inc was formed on July 2008

and became publicly traded company as the result of the

separation of The Scripps Company our Former Parent

or Scripps into two publicly traded companies The

separation was completed through tax free distribution of

Scripps Networks Interactive shares to Scripps share

holders following the close of business on June 30 2008

Business Overview

Scripps Networks Interactive is leading lifestyle content and

interactive services company with respected high-profile tele

vision and interactive brands Our businesses engage au
diences and efficiently serve advertisers by delivering enter

taining and highly useful content that focuses on specifically

defined topics of interest

We manage our operations through two reportable operat

ing segments Lifestyle Media formerly Scripps Networks

which includes Home and Garden Television HGTV Food

Network DIY Network DIY Fine Living Network FLN
Great American Country GAC minority interest in Fox
BRV Southern Sports Holdings LLC and SN Digital which in

cludes Web sites that that are associated with the aforemen

tioned television brands and other Internet-based businesses

serving food or shelter related categories such as Recipe

Zaar.com HGTVPro.com and FrontDoor.com and ii Interac

tive Services formerly Scripps Interactive Media which in

cludes online comparison shopping and consumer information

services Shopzilla BizRate and uSwitch

Our Lifestyle Media segment earns revenue principally from

advertising sales affiliate fees and ancillary sales including

the sale and licensing of consumer products Revenues from

the Interactive Services segment are generated primarily from

referral fees and commissions paid by merchants and service

providers for online leads generated by the companys com
parison shopping Web sites Revenues from the Lifestyle Me
dia segment accounted for 82 percent 82 percent and 80 per
cent of our consolidated revenues for 2008 2007 and 2006

respectively and revenues from the Interactive Services seg
ment accounted for 18 percent 18 percent and 20 percent of

our consolidated revenues for those periods respectively

We seek to engage audiences that are highly desirable to

advertisers with entertaining and informative lifestyle content

that is produced for television the Internet and any other me
dia platforms consumers choose We intend to expand and

enhance our Lifestyle Media brands through the creation of

popular new programming and content the use of new distri

bution platforms such as mobile phones and video-on

demand and the licensing and sale of branded consumer



products We are particularly focused on the internal devel

opment and acquisition of interactive digital media brands

that are related to the lifestyle content categories popularized

by our television networks and associated Internet enterprises

At our Interactive Services businesses we aggregate large

audiences on the Internet by organizing searchable and high

ly
useful consumer information We intend to enhance our In

teractive Services businesses by improving the overall search

comprehensiveness and usefulness of our Web sites diversi

fying sources of revenue increasing the volume of user-

generated consumer information and entering new geograph

ic markets

Business Segments

Lifestyle Media

Our Lifestyle Media business segment includes five national

television networks and SN Digital our growing portfolio of

related interactive lifestyle brands The segment generates

revenue principally from the sale of advertising time on national

television networks and interactive media platforms and from

affiliate fees paid by cable television operators direct-to-home

satellite services and other distributors that carry our network

programming In 2008 revenues from advertising sales and

affiliate fees were approximately 77 percent and 21 percent

respectively of total revenue for the Lifestyle Media segment

Our Lifestyle Media segment also earns revenue from the

licensing of its content to third parties primarily in international

markets and the licensing of its brands for consumer prod

ucts such as videos books kitchenware and tools

The advertising revenue generated by our national televi

sion networks depends on the number of households sub

scribing to each service and on viewership ratings as deter

mined by Nielsen Media Research and other third party

research companies

HGTV and Food Network and their targeted food and shel

ter programming categories appeal strongly to women view

ers with higher incomes in the 18 to 49 age range an au

dience demographic that is traditionally valued by advertisers

GAO also appeals to women viewers while DIY typically has

higher percentage of adult male viewers FLN is intended to

appeal to both higher income men and women Our advertis

ing revenue is typically highest in the fourth quarter Advertis

ing revenue can fluctuate relative to the popularity of specific

programs and blocks of programming during defined periods

of the day
Affiliate fee revenues are negotiated with individual cable tele

vision and direct-to-home satellite operators and other distributors

The negotiations typically result in multi-year carriage agreements

with scheduled graduated rate increases As an incentive to

obtain long-term distribution agreements for our newer networks

we may make cash payments to cable and direct-to-home satel

lite operators provide an initial period during which distributors

affiliate fee payments are waived or both The amount of the fee

we receive is determined by the number of subscribers with

access to our network programming

As consumer acceptance of high-definition television

grows the company is developing an increasing amount of

original programming in high-definition format Lifestyle Media

has launched two high-definition channels HGTV-HD and

Food Network-HD which are distributed by cable television

and direct-to-home satellite system operators The companys

high-definition television networks are accessible by an esti

mated 23 million U.S households

SN Digitals lifestyle-oriented interactive businesses are

valuable component of our growth strategy We are particular

ly
focused on the internal development and acquisition of in

teractive digital media brands that are intended to diversify

sources of revenue and enhance our competitive advantage

as leading provider of food shelter and lifestyle content

Revenue generated by SN Digital interactive businesses is

derived primarily from the sale of display banner rich media

and video advertising and sponsorships

SN Digital consists of multiple Web sites including our five

network-branded Web sites FoodNetwork.com HGTV.com

DlYNetwork.com FineLiving.com and GAOTV.com In addition

to serving as the home Web sites for the segments television

programming networks the Web sites provide informational

and instructional content on specific topics within their broad

er lifestyle content categories Features such as HGTV Kit

chenDesign HGTV BathDesign DIY Automotive DIY Home

Improvement and DIY Woodworking are intended to aggre

gate engaged audiences with interests in specific lifestyle

topics All of the segments interactive services benefit from

archived television network programming of which approx

imately 95 percent is owned by the company Our ownership

of programming enables us to efficiently and economically

repurpose it for use on the Internet and our other interactive

distribution channels including mobile and video-on-demand

SN Digital also consists of other digital services including

HGTVPr0.com which appeals to construction professionals

and advanced do-it-yourself enthusiasts RecipeZaar.com

recipe-sharing social networking Web site and FrontDoor.com

local real estate search and consumer information site that

features millions of home listings and thousands of videos

SN Digital interactive businesses accounted for about six

percent of the segments total revenue in 2008 The strategic

focus at SN Digital is to grow advertising and sponsorship

revenues by increasing the number of page views and video

plays and attracting more unique visitors to our Web sites

through site enhancements adding more video new tools

etc Our strategy also includes attracting broader audience

through the placement of our video programming on national

video streaming sites and developing new sources of reve

nue that capitalize on traffic growth at our Web sites

HGTV

HGTV is Americas leader in home and lifestyle television

programming and is one of cable and satellite televisions

top-rated networks HGTV reaches about 98 million domestic

households via cable and direct satellite television services

The networks companion Web site is one of the nations lead

ing online home and garden destinations attracting an aver

age of about million unique visitors per month HGTV owns

33 percent of HGTV Oanada The networks programming also

can be seen in 119 countries and territories



HGTV television programming and Internet content commands
an audience interested specifically in home and shelter-related

topics HGTV is televisions only network dedicated solely to

such topics as decorating interior design home remodeling

home improvement landscape design and real estate HGTV
strives to engage audiences by creating original programming

that is entertaining instructional and informative

Programming highlights in 2008 included HGTV Design

Star House Hunters and My First Place The network also has

developed successful programming events including the

HGTV Dream Home Giveaway and HGTV Green Home

Giveaway and annual live coverage of the Rose Bowl Parade

Food Network

Food Network is leading cable and satellite television net

work that has defined the television food genre The network

engages viewers with likable hosts and personalities who
explore interesting and different ways to approach food and

food-related topics Food Network is available in 98 million

U.S television households and its programming can be seen

internationally in 149 countries and territories The networks

Web site FoodNetwork.com consistently ranks as Americas

top food and cooking Internet destination with an average of

about 12 million unique visitors per month The company
owns approximately 69 percent of the Food Network and is

the managing partner The Tribune Company has minority

interest of approximately 31 percent in Food Network

Food Network programming and Internet content attracts

audiences interested in food-related topics Food Network is

televisions only network dedicated solely to such topics as

food preparation dining out entertaining food-related travel

food manufacturing nutrition and healthy eating Food Net
work engages audiences by creating original programming
that is entertaining instructional and informative

Programming highlights in 2008 included Next Food

Network Star Ace of Cakes Diners Drive-ins and Dives and

Iron Chef America Many of the programs on Food Network

feature or are hosted by high-profile television personalities

such as Rachael Ray Giada De Laurentiis Alton Brown

Guy Fieri and Paula Deen

DIV Network DIY
DIY is Americas only television network and Web site dedicated

solely to presenting entertaining and informational programming

and content across broad range of do-it-yourself categories

including home building home improvement automotive

restoration and repair crafts gardening landscaping hobbies

and woodworking The network is available in approximately

50 million U.S households via cable and direct satellite television

services DIY programming also is distributed internationally in

39 countries and territories The television networks companion

Web site DlYNetwork.com consistently ranks among
Americas top fifteen home and garden Internet destinations

with an average of about million unique visitors per month

The Web site features step-by-step instructions for the networks

on-air programming

Fine Living Network FLN
FLN is the first television programming service in the U.S that

was created to provide entertaining and informative content to

viewers who are interested in quality lifestyle experiences One
of Americas fastest growing emerging television networks FLN

is available in about 55 million households Original television

programming and Internet content categories include adven
ture weekend escapes smart shopping real estate buyers

guides design and food and drink FLN television programming
also can be seen internationally in 57 countries and territories

The company owns approximately 94 percent of FLN

Great American Country GAC
Distributed in the U.S via cable and direct satellite television

services the network reaches about 56 million households with

original programming special musical performances and live

concerts The network operates companion Web site

GACTV.com

HGTVPro.com

HGTVPro.com is video-rich interactive service delivered via

the Internet which appeals to professional builders remode
lers and contractors Content includes professional-level best

practices tips and techniques new product information and

industry trends HGTVPro.com attracts about million unique

visitors per month HGTVPro.com is an authoritative source of

information on the Internet for home construction professionals

and advanced do-it-your self home-improvement enthusiasts

The Web site features original video content industry news

and detailed tips and instructions on wide variety of home

construction topics

RecipeZaar.com

RecipeZaar.com is leading user-generated recipe and

community Internet site featuring more than 340000 recipes

RecipeZaar.com provides food enthusiasts with browsing

tool search capabilities and personalized features Recipe
Zaar.com is one of the Internets top 10 food and cooking

category sites attracting about million unique visitors per

month RecipeZaar.com aggregates an audience on the

Internet by creating an engaged community of food enthu

siasts interested in home recipes menu planning and other

food-related topics The social-networking Web site features

volumes of user-generated content including recipes photos

menus and reviews

FrontDoor.com

FrontDoor.com is an online real estate listing service that

provides localized in-depth information on homes in neigh
borhoods and communities across the U.S The interactive

service provides consumers with original video content

financial tools and calculators FrontDoor.com is compre
hensive resource on the Internet for home buyers and home
sellers The Web site features searchable national real estate

listings video of featured properties for sale buyers and

sellers guides calculators and other tools and library of

video content on real estate-related topics



Interactive Services

Our Interactive Services segment includes Internet-based busi

nesses that strive to simplify online shopping for consumers by

aggregating organizing ranking and displaying relevant and

searchable consumer information Consumers who use our

Interactive Services Web sites are presented with easy-to-use

search results generated from continuously growing databases

of information on wide range of products and services that

are offered for sale on the Internet by third-party retailers and

service providers Our Interactive Services businesses operate

principally in the United States the United Kingdom France

and Germany

The segments businesses strive to help online consumers

make educated purchasing decisions by ranking products and

services on such factors as comparative pricing availability

quality and reliability The quality and reliability
of individual

online merchants and service providers are ranked based on

the collective shared experiences of consumers using the

segments Web sites Users also are presented with supporting

consumer news and information user-generated and profes

sional product reviews calculators and other tools that are

intended to help them complete their purchasing decisions

The Interactive Services segment derives the largest percen

tage of its revenue from direct referral fees paid by online

merchants and service providers advertisers that enter into

contractual agreements allowing them to place text-based

linked advertisements on the segments Web sites The referral

fees paid by advertisers are based on cost-per-click pricing

structure which means that advertisers pay only when consum

ers click on their linked ads Cost-per-click pricing provides

advertisers with an efficient means of evaluating the effective

ness of their advertising Of particular importance for advertis

ers is the number of sales resulting from users clicking on their

linked advertising The segments search businesses encour

age sustained advertising relationships with merchants and

service providers by demonstrating measurable return on

investment for the referral fees they pay

The advertising links placed by merchants and service

providers serve as the primary database of information for the

segments Web sites Because the success of our Interactive

Services businesses depends largely on quality user

experience and repeated visits by users ad links are inten

tionally presented in an unobtrusive and uniform format that

provides users with impartial and factual information on

products and services

The Interactive Services segment also derives revenue

from contractual advertising agreements with general search

engines The agreements allow the general search engines

to leverage relationships with their respective advertisers by

placing sponsored links on our Interactive Services Web sites

Similar to our direct advertising relationships with merchants

and service providers the general search engines pay referral

fees on cost-per-click basis

In addition to referral fees from linked ads and advertising

links sponsored by general search engines the segments Web

sites also derive revenue from switching fees earned in the

U.K for brokering purchase transactions between consumers

and service providers

Revenue categories as percentage of total Interactive

Services segment revenue are as follows

Direct referral fees from advertising merchants and service

providers 43 percent in 2008 vs 44 percent in 2007

Sponsored link referral fees from general search engines

37 percent in 2008 vs 36 percent in 2007

Switching fees from advertising relationships with service pro

viders in the U.K 15 percent in 2008 vs 14 percent in 2007

The Interactive Services segment measures operating

performance
in terms of net revenue which is defined as total

revenue minus traffic acquisitions costs Traffic acquisition costs

are those marketing expenses related to generating user traffic

to the segments Web sites The success of the segments busi

nesses is largely dependent on their ability to efficiently and

economically attract high volume of user traffic

The segments businesses use combination of online and

off-line strategies to increase consumer awareness and subse

quently generate user traffic They include

Search Engine Marketing Search Engine Marketing refers

to the purchase of text-based advertising links on general

search engines such as Google and Yahoo The position

ing and display of those paid advertising links is dependent

on the acquisition of relevant keywords that determine the

quality and effectiveness of general search results The

segments businesses participate in continuous keyword

bidding auctions that are hosted by general search engines

with the objective of acquiring keywords that result in the

most advantageous positioning and display of purchased

advertising links adjacent to general search results

Search Engine Optimization Search Engine Optimization re

fers to the continuous algorithmic selection of relevant key

words that when used by general search engine users result

in the most advantageous positioning and display of links to

the segments Web sites within general search results Traffic

generated by Search Engine Optimization generally results in

higher net revenues for the segments businesses than traffic

generated by Search Engine Marketing

Offline advertising and marketing techniques which refers

to the purchase of television newspaper magazine and

other more traditional forms of advertising and the execu

tion of effective public relations campaigns to increase

brand awareness for the segments businesses

The company expects all of its Interactive Services businesses

to benefit from the growth in online shopping and overall con

sumer acceptance of Internet commerce internationally and in

the United States



Shopzilla

Shopzilla is network of online search and comparison shop
ping services that help consumers find and compare prices of

millions of products that are offered for sale by thousands of

retail merchants via the Internet

Shopzilla network brands include Shopzilla.com BizRate.com

and LowPriceShopper.com in the United States Shopzilla.co.uk

and BizRate.co.uk in the United Kingdom Shopzilla.fr and

PrixMoinsCher.fr in France and Shopzilla.de and SparDein
Geld.de in Germany Shopzilla Web sites collectively attract

35 to 40 million unique visitors each month

Shopzilla has established BizRate.com and Shopzilla.com as

leading online search and comparison shopping Web sites by

aggregating one of the Internets largest organized indexes of

products and services Shopzilla comparison shopping services

are free to consumers who access the index via simplified intui

tively designed Internet pages that feature prominently dis

played and easy-to-use search boxes Shopzilla also operates

consumer feedback network within the BizRate brand that

annually collects and publishes on its Web sites millions of

consumer reviews of stores and products

Shopzillas proprietary shopping search logic system and

patented relevance function ShopRank make it possible for

consumers to instantly obtain accurate search results for specif

ic products and services Search query results are organized

and displayed on graphically designed layered presentation

pages that include product listings images comparative pric

ing information links to online merchants and service providers

and user-generated and professional product reviews Search

results also include merchant
reliability rankings based on the

shared experiences of Shopzilla users

The index of products and services serves as the primary

database for Shopzilla Web sites The database is aggregated

using highly automated system for identifying products build

ing online catalogs and classifying and organizing product in

formation feeds from merchants and service providers Shopzilla

builds advertising relationships with participating online

merchants by providing them with scalable self-service

sign-up process an efficient cost-per-click pricing structure and

real-time reporting system that enables them to manage the

return on the investment they are making to advertise on Shopzilla

Shopzilla devotes considerable time and financial resources

to continuously improving the user experience the effectiveness

of its proprietary search logic system for consumers and

merchant advertisers the design of its Web sites and the

expansion of its searchable index of products and services

uSwitch

uSwitch operates two Web sites uSwitch.com and buy.co.uk

in the United Kingdom that were created to make it easy for

consumers to shop for and compare prices on range of home
services including gas electricity water car insurance home
telephone digital television broadband credit cards personal

loans and secured loans

The uSwitch business model capitalizes on growing

consumer acceptance of broadband Internet services and

growth in the comparison shopping and switching market

in the U.K uSwitch is the U.Ks leading provider of energy-
related price comparison and switching services but also has

completed multiple product launches in diverse range of other

vertical markets

uSwitch derives revenue primarily from fees paid by service

providers for consumer leads that are delivered via the Internet

and converted into actual sales The success of uSwitch is di

rectly proportional to the number of leads directed to service

providers that are converted into sales The business closely

monitors user traffic characteristics and conversion ratios

Consumers who use uSwitch are presented with conti

nuously updated and proprietary dataset of information includ

ing prices and product characteristics impartial content listings

of industry suppliers service ratings and customer advice

Consumers also are presented with online calculators and other

personalization tools that are designed to help them evaluate

purchase decisions uSwitch Web sites feature simple easy-to-

use home pages with intuitive prominently displayed search

boxes The Web sites proprietary search algorithm enables

consumers to quickly and easily identify and switch to service

providers that offer the most economically advantageous rates

fees or costs

User traffic at uSwitch is generated through variety of mar
keting techniques including offline advertising that builds brand

awareness and encourages direct access by consumers to the

uSwitch Web site Search engine optimization search engine

marketing personal e-mail alert services and contractual part

nerships with affiliate Internet services featuring links to uSwitch

Web sites also are employed to generate user traffic uSwitch

relies on effective and proactive public relations campaigns to

generate general consumer interest in switching services

The qualify of the user experience at uSwitch relies on strong

contractual relationships the business has established with

diverse range of service providers and other strategic partners

uSwitch is not reliant on any single service provider in any of its

product verticals Suppliers provide continuously updated pricing

and product information that serves as the primary database of

information accessed by consumers Fees are paid by suppliers

on cost-per-click and space-rental basis and are dependant
on the number of switches that are ultimately converted

Employees

As of December 31 2008 we had approximately 1900 full

time equivalent employees of whom approximately 1450

were with Lifestyle Media and 400 with Interactive Services



Item IA Risk Factors

number of significant risk factors could materially affect our

specific business operations and cause our performance to

differ materially from any future results projected or implied by

our prior statements The risk factors generally have been

separated into three groups risks relating to the separation

ii risks relating to our common shares and iii risks relating

to our business Based on the information currently known to

us we believe that the following information identifies the most

significant risk factors affecting our company in each category

of risk The risks and uncertainties our company faces how

ever are not limited to those set forth in the risk factors de

scribed below Additional risks and uncertainties not presently

known to us or that we currently believe to be immaterial may

also adversely affect our business

In addition past financial performance may not be reliable

indicator of future performance and historical trends should not

be used to anticipate results or trends in future periods

If any of the following risks or uncertainties develops into

actual events these events could have material adverse

effect on our business financial condition or results of opera

tions In such case the trading price of our common shares

could decline

Risks Relating to the Separation

We may not achieve the benefits expected from our

separation from Scripps

We expect that as stand-alone independent public compa

ny we will be able to design and implement corporate policies

and strategies based primarily on the characteristics of our

business to focus our financial resources wholly on our own

operations and to implement and maintain capital structure

designed to meet our own specific needs Nonetheless we

may not be able to achieve all or any of these benefits Further

more by separating from Scripps there is risk that we

may be more susceptible to market fluctuations and other

adverse events than we would have been were we still part

of the current Scripps As part of Scripps we

enjoyed certain benefits including operating diversity

purchasing and borrowing leverage and available capital for

investments These benefits may not be as readily achievable

as smaller stand-alone company

We may not achieve all the benefits of scale that the

combined company achieved

Our businesses were historically integrated with the other busi

nesses of Scripps We shared economies of scope and

scale in costs employees vendor relationships and customer

relationships We entered into short-term transition agreements

that govern certain commercial and other relationships be

tween us and Scripps after the separation These tempo

rary arrangements which will end no later than the second

anniversary of the distribution date may not provide the same

economic benefits our businesses have enjoyed by being inte

grated with the other businesses of Scripps Additionally

the cost of performing certain functions and the cost of agree

ments negotiated with third parties after the temporary ar

rangements with Scripps terminate may be higher than

the costs that would have been incurred as combined com

pany The loss of these benefits of scale could have an ad

verse effect on our business results of operations and financial

condition following the completion of the separation

If Scripps fails to perform under various transition

agreements that were executed as part of the separation

we may incur operational difficulties and/or losses

In connection with the separation Scripps Networks Interactive

and Scripps entered into various agreements including

Separation and Distribution Agreement Tax Allocation

Agreement Transition Services Agreement and an Employee

Matters Agreement The Separation and Distribution Agree

ment Tax Allocation Agreement and Employee Matters Agree

ment determined the allocation of assets and liabilities between

the companies following the separation for those respective

areas and include any necessary indemnifications related to

liabilities and obligations The Transition Services Agreement

provides for the performance of certain services by each com

pany on the other companys behalf for period of time after

the separation until both companies are capable of providing

such services on their own We will rely on Scripps to sa

tisfy its performance and payment obligations under these

agreements If Scripps is unable to satisfy its obligations

under these agreements including its indemnification obliga

tions we could incur operational difficulties or losses

The tax rules applicable to the separation could restrict

us from engaging in certain corporate transactions for

period of time after the separation

To preserve the tax-free treatment to Scripps of the dis

tribution under the Tax Allocation Agreement that we entered

into with Scripps for the two-year period following the

distribution we are subject to restrictions with respect to

entering into any transaction pursuant to which all or

portion of our shares would be acquired whether by merger

or otherwise unless certain tests are met

issuing equity securities beyond certain thresholds

repurchasing Scripps Networks Interactive common shares

beyond certain thresholds

ceasing to actively conduct the Scripps Networks Interactive

business and

taking any other action that prevents the spin-off and

related transactions from being tax-free

These restrictions could limit our ability to pursue strategic

transactions or engage in new businesses or other transac

tions that might increase the value of our business



In connection with the separation Scripps will

indemnity us for certain liabilities There can be no

assurance that the indemnity will be sufficient to insure

us against the full amount of such liabilities or that

Scripps ability to satisfy its indemnification

obligations will not be impaired in the future

Pursuant to the Separation and Distribution Agreement

Scripps agreed to indemnify us from certain liabilities

with respect to events that took place prior to on or after the

distribution date relating to its business or for which it has other

wise retained responsibility in whole or in part The potential

liabilities subject to such indemnity from Scripps cannot

be predicted or quantified and such indemnification obliga
tion of Scripps is not limited to any maximum amount

There can be no assurance that the indemnity from

Scripps will be sufficient to protect us against the full amount

of such liabilities or that Scripps will be able to
fully

satisfy its indemnification obligations Moreover even if we
ultimately succeed in recovering from Scripps any
amounts for which we are held liable we will be temporarily

required to bear those losses ourselves until such recovery

Until the Edward Scripps Trust terminates our pension

plan and the Scripps pension plan operate under

controlled-group status potentially subjecting us to
liability

in the event that Scripps is unable to satisfy its long-term

pension obligations

Any of these circumstances could adversely affect our

business results of operations and financial condition

Certain of our directors and officers may have actual or

potential conflicts of interest because of their positions

in Scripps Networks Interactive and Scripps and

because of their share or option ownership in Scripps
Three directors of Scripps Networks Interactive are also

members of the Scripps Board of Directors These

directors are trustees of The Edward Scripps Trust These

common directors could create or appear to create potential

conflicts of interest when Scripps Networks Interactives and

Scripps management and directors face decisions that

could have different implications for the two companies

Also because of their current or former positions with

Scripps most of the persons we expect to be our

directors and executive officers own Scripps Class

Common Shares options to purchase shares of Scripps

Class Common Shares or other equity awards Following

the distribution these officers and directors may own

Scripps Class Common Shares The individual hold

ings may be significant for some of these persons compared
to their total assets This ownership may create or may create

the appearance of conflicts of interest when these directors

and officers are faced with decisions that could havff different

implications for Scripps and Scripps Networks Interac

tive For example potential conflicts of interest could arise in

connection with the resolution of any dispute that may arise

between Scripps Networks Interactive and Scripps

regarding the terms of the agreements governing the separa
tion and the relationship thereafter between the companies

Potential conflicts of interest could also arise if Scripps

Networks Interactive and Scripps enter into any
commercial arrangements with each other in the future

Risks Relating to Our Class Common Shares

Common Voting Shares are principally held by

The Edward Scripps Trust and this could inhibit

potential changes of control

We have two classes of shares Common Voting Shares and

Class Common Shares Holders of Class Common Shares

are entitled to elect one-third of the board of directors but are

not permitted to vote on any other matters except as required

by Ohio law Holders of Common Voting Shares are entitled to

elect the remainder of the Board and to vote on all other mat
ters The Edward Scripps Trust Trust holds approx

imately 88 percent of the Common Voting Shares As result

the Trust has the ability to elect two-thirds of the board of di

rectors and to direct the outcome of any matter that does not

require vote of the Class Common Shares Because this

concentrated control could discourage others from initiating

any potential merger takeover or other change of control

transaction that may otherwise be beneficial to our business
the market price of our Class Common Shares could be

adversely affected

Following termination of the Edward Scripps Trust

descendants of Edward Scripps will control us
Certain descendants of Robert Paine Scripps who are benef

ciaries of the Edward Scripps Trust and certain descen
dants of John Scripps are parties to an agreement Scripps

Family Agreement to restrict the transfer and govern the vot

ing of Scripps Common Voting Shares that such persons

and trusts of which they are trustees may acquire or own at

or after the termination of the Trust This agreement has been

amended to restrict the transfer and govern the voting of our

Common Voting Shares that such persons and trusts may
acquire or own at or after the termination of the Trust

Scripps is party to the Scripps Family Agreement and we
have become party thereto by executing the amendment
Our obligations under this agreement generally will relate to

facilitating meetings of the signatories to the agreement to

enable them to decide how to vote their shares at annual or

special meetings of our shareholders The Scripps Family

Agreement facilitates the ability of its signatories to control

us and Scripps following termination of the Trust

Federal law and Federal Communications Commission

FCC regulations applicable because of Scripps
and Scripps Networks Interactives common directors and

voting shareholders may limit Scripps Networks Interactives

activities including the ability to own or operate media

properties it does not presently own or operate

For FCC purposes the common directors and five percent

or greater voting shareholders of Scripps and Scripps

Networks Interactive are deemed to hold attributable interests

in each of the companies As result the business and

conduct of one company may have the effect of limiting the

activities or strategic business alternatives available to the

other company



Risks Relating to Our Business

wide range of factors could materially affect future devel

opments and performance The most significant factors affect

ing our operations include those listed below

Changes in public and consumer tastes and preferences

could reduce demand for our services and reduce profita

bility of our businesses

Each of our businesses provides content and services whose

success is primarily dependent upon acceptance by the pub

lic We must consistently create and distribute offerings that

appeal to the prevailing consumer tastes at any point in time

Audience preferences change frequently and it is challenge

to anticipate what content will be successful at any point

Other factors including the availability of alternative forms

of entertainment and leisure time activities general economic

conditions and the growing competition for consumer discre

tionary spending may also affect the audience for our content

and services If our Lifestyle Media businesses do not achieve

sufficient consumer acceptance our revenue from advertising

sales which are based in part on network ratings may decline

and adversely affect our profitability If our Interactive Services

businesses are unable to provide service and content popular

with the public traffic to the sites will decrease which may

result in decrease in referral revenue and profitability

If we are unable to maintain distribution agreements with

cable and satellite distributors on acceptable terms our

revenues and profitability could be negatively affected

We enter into long-term contracts for the distribution of our

national television networks on cable and satellite television

systems Our long-term distribution arrangements enable us to

reach large percentage of cable and direct broadcast satellite

households across the United States As these contracts expire

we must renew or renegotiate them If we are unable to renew

them on acceptable terms we may lose distribution rights

The loss of significant number of affiliation arrangements

on basic programming tiers could reduce the distribution of

our national television networks thereby adversely affecting

affiliate fee revenue and potentially impacting our ability to

sell advertising or the rates we charge for such advertising

Networks that are carried on digital tiers are dependent upon

the continued upgrade of cable systems to digital capability and

the publics continuing acceptance of and willingness to pay for

upgrades to digital cable as well as our ability to negotiate favor

able carriage agreements on widely accepted digital tiers

Consolidation among cable television system operators has

given the largest cable and satellite television systems consi

derable leverage in their relationship with programmers The

two largest cable television system operators provide service

to approximately 41 percent of households receiving cable or

satellite television service today while the two largest satellite

television operators provide service to an additional 30 per

cent of such households

Continued consolidation within the industry could reduce

the number of distributors available to carry our programming

subject our affiliate fee revenue to greater volume discounts

and further increase the negotiating leverage of the cable and

satellite television system operators

Advertising and marketing spending by our customers

is subject to seasonal and cyclical variations

Revenues in our Lifestyle Media segment are influenced by

advertiser demand and are generally higher in the second

and fourth quarters due to the increased demand in the spring

and holiday seasons Referral fee revenues in our Interactive

Services segment are highest in the fourth quarter primarily

due to the increased online shopping activity during the holi

day season If short-term negative impact on our business

were to occur during time of high seasonal demand there

could be disproportionate effect on the operating results of

that business for the year

Our businesses face significant competitive pressures

related to attracting consumers and advertisers and

failure by us to maintain our competitive advantage may

affect the profitability of the businesses

We face substantial competition in our Lifestyle Media and

Interactive Services businesses from alternative providers of

similar services Our national television networks compete for

viewers with other broadcast and national television networks

as well as with home video products and Internet usage and

they compete for carriage of their programming with other pro

gramming providers Additionally our national television net

works compete for advertising revenues with variety of other

media alternatives including other broadcast and national tele

vision networks the Internet newspapers radio stations and

billboards Our Lifestyle Media branded Web sites compete for

visitors and advertising dollars with other forms of media aimed

at attracting similar audiences and must maintain popular

content in order to maintain and increase site traffic Our

Interactive Services businesses compete for marketing service

revenues with other comparison shopping services general

search engines and other providers of information on shop

ping and essential home services Our ability to maintain our

relationship with participating retailers and service providers

is largely dependent on our ability to provide them cost

effective means of attracting customers Competition in each

of these areas may divert consumers from our services which

could reduce the profitability of our businesses

Changes in consumer behavior resulting from new

technologies and distribution platforms may impact

the performance of our businesses

We must adapt to advances in technologies and distribution

platforms related to content transfer and storage to ensure

that our content remains desirable and widely available to our

audiences The ability to anticipate and take advantage of

new and future sources of revenue from technological devel

opments will affect our ability to continue to increase our reve

nue and expand our business Additionally we must adapt to

the changing consumer behavior driven by advances such as

video-on-demand devices providing consumers the ability to

view content from remote locations and general preferences

for user-generated and interactive content Changes of these

types may impact our traditional distribution methods for our

services and content If we cannot ensure that our distribution

methods and content are responsive to our target audiences

there could be negative effect on our business
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Our Lifestyle Media business is subject to risks of

adverse changes in laws and regulations which could

result in reduced distribution of certain of our national

television networks

Our programming services and the distributors of the servic

es including cable operators satellite operators and Internet

companies are regulated by U.S federal laws and regulations

issued and administered by various federal agencies includ

ing the FCC as well as by state and local governments The

U.S Congress and the FCC currently have under considera

tion and may in the future adopt new laws regulations and

policies regarding wide variety of matters that could directly

or indirectly affect our operations For example legislators

and regulators continue to consider rules that would effective

ly require cable television operators to offer all programming
on an Ia carte basis which would allow viewers to subscribe

to individual networks rather than package of channels
and/or require programmers to sell channels to distributors

on an Ia carte basis Certain cable television operators and

other distributors have already introduced tiers or more tar

geted channel packages to their customers that may or may
not include some or all of our networks The unbundling of

program services at the retail and/or wholesale level could

reduce distribution of certain of our program services thereby

leading to reduced viewership and increased marketing ex
penses and could affect our ability to compete for or attract

the same level of advertising dollars or distribution fees

We purchase keyword advertising on general search

engines to attract consumers to our interactive services

web sites and changes to our contracts with the search

engines or the search engines practices could make it

more difficult and/or costly to attract traffic to our sites

We attract traffic to our Interactive Services Web sites through
search results displayed by Google Yahoo and other popular

general search engines Search engines typically provide two

types of search results algorithmic listings and sponsored

listings We rely on both algorithmic and sponsored listings to

attract consumers to our comparison shopping Internet sites

Algorithmic listings cannot be purchased and instead are

determined and displayed solely by set of formulas designed
and controlled by the search engine Search engines revise

their algorithms from time to time in an attempt to optimize their

search result listings Modification of such algorithms may result

in fewer consumers clicking through to our Internet sites

We also rely on purchased listings to attract consumers
to our Web sites Many general search engines also operate

Internet shopping services Modification or termination of our

contractual relationships with general search engines to pur
chase keyword advertising could result in fewer consumers

clicking through to our Internet site We may incur additional

expenses to replace this traffic

Approximately 40 percent of our 2008 referral fee revenue

came from one general search engine and change in this

relationship could reduce the revenue of the business

We are currently operating under an agreement with Google
to participate in its sponsored links program Under the

agreement we display listings from the search engines

advertisers as part of our service and we receive share of

the revenues earned by the search engine when consumers
visit the advertisers Web sites Our revenues could be nega
tively impacted if this agreement is not renewed upon expira
tion or if the agreement is not renewed on similar terms

Changes in economic conditions in the United States
the regional economies in which we operate or in specific

economic sectors could adversely affect the profitability

of our businesses

Approximately 80 percent of our revenues in 2008 were derived

from marketing and advertising spending by businesses operat

ing in the United States Advertising and marketing spending is

sensitive to economic conditions and tends to decline in reces

sionary periods decline in economic conditions could reduce

advertising prices and volume resulting in decrease in our

advertising revenues decline in economic conditions could

also impact consumer discretionary spending Such reduction

in consumer spending may impact the volume of online shop
ping which could adversely affect our comparison shopping

businesses

We may not be able to protect intellectual property rights

upon which our business relies and if we lose intellectual

property protection we may lose valuable assets

Our business depends on our intellectual property including

internally developed technology data resources and brand

identification We attempt to protect these intellectual property

rights through combination of copyright trade secret patent

and trademark law and contractual restrictions such as confi

dentiality agreements We also depend on our trade names

and domain names We file applications for patents trade

marks and other intellectual property registrations but we

may not be granted such intellectual property protections

In addition even if such registrations are issued they may
not fully protect all important aspects of our business and

there is no guarantee that our business does not or will not

infringe upon intellectual property rights of others Further

more intellectual property laws vary from country to country

and it may be more difficult to protect and enforce our intellec

tual property rights in some foreign jurisdictions In the future

we may need to litigate in the United States or elsewhere to

enforce our intellectual property rights or determine the validi

ty and scope of the proprietary rights of others This litigation

could potentially be expensive and possibly divert the atten

tion of our management

Despite our efforts to protect our proprietary rights

unauthorized parties may attempt to copy or otherwise

obtain and use our service technology and other intellectual

property and we cannot be certain that the steps we have

taken will prevent any misappropriation or confusion among
consumers and merchants or unauthorized use of these

rights If we are unable to protect and enforce our intellectual

property rights then we may not realize the full value of

these assets and our business may suffer
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We may be subject to claims of infringement of third-party

intellectual property rights which could harm our business

From time to time third parties may assert against us or our

customers alleged patent copyright trademark or other intel

lectual property rights to technologies that are important to our

business We may be subject to intellectual property infringe

ment claims from certain individuals and companies who have

acquired patent portfolios for the sole purpose of asserting

such claims against other companies Any claims that our

products or processes infringe the intellectual property rights

of others regardless of the merit or resolution of such claims

could cause us to incur significant costs in responding to

defending and resolving such claims and may divert the ef

forts and attention of our management and technical person

nel away from our business In addition if we are unable to

continue use of certain intellectual property rights our revenue

could be negatively impacted

Our Interactive Services businesses are subject to online

security risks including security breaches and identity theft

Our Interactive Services businesses transmit confidential in

formation over public networks significant number of partic

ipating retailers authorize us to bill their credit cards directly

for referrals provided to the retailer Consumers switching es

sential home services provide sensitive personal data when

completing contracts with the service providers We rely upon

encryptions and authentication technology provided by third

parties to secure transmission of such confidential information

Our Web site infrastructure is vulnerable to computer virus

es and similar disruptions and we may be subject to denial

of-service attacks that might make our Web sites unavailable

for periods of time

Recent turmoil in the financial markets may impede

access to or increase the cost of financing our operations

and investments

U.S and global credit and equity markets have recently

undergone significant disruption making it more difficult

for many businesses to obtain financing on acceptable

terms If these conditions continue or worsen our cost for

borrowing for operations or investments may increase the

cost of obtaining financing In addition our borrowing costs

can be affected by short and long-term debt ratings assigned

by independent rating agencies which are based in significant

part on our performance as measured by credit metrics such

as interest coverage and leverage ratios decrease in these

ratings could increase our cost of borrowing or make it more

difficult for us to obtain financing

We could suffer losses due to asset impairment charges

We test our goodwill and intangible assets for impairment during

the fourth quarter of every year and on an interim date should

factors or indicators become apparent that would require an

interim test in accordance with Statement of Financial Account

ing Standards No 142 Goodwill and Other Intangible Assets

FAS 142 If the fair value of reporting unit or an intangible

asset is revised downward due to declines in business perfor

mance impairment under FAS 142 could result and non-cash

charge could be required This could materially affect our

reported net earnings

During the fourth quarter of 2008 we recorded non-cash

impairment charge to write-down the goodwill of our Shopzilla

business to fair value which reduced net income by

$244 million

Item Unresolved Staff Comments

None

Item Properties

Lifestyle Media operates from an owned production and office

facility in Knoxville We also operate from leased office facili

ty in Knoxville and leased facilities in New York and Nashville

Substantially all equipment is owned by Lifestyle Media

Interactive Services operates from leased facilities

in Los Angeles and London as well as separate leased

co-location facilities in Los Angeles Houston and Seattle

Substantially all of our equipment is owned by our Interactive

Services businesses

Our corporate office headquarters operate from leased

facility in Cincinnati

Item Legal Proceedings

From time to time the Company receives notices from third

parties claiming that it infringes their intellectual property

rights Claims of intellectual property infringement could

require us to enter into royalty or licensing agreements on

unfavorable terms incur substantial monetary liability or be

enjoined preliminarily or permanently from further use of the

intellectual property in question In addition certain agree

ments entered into by the Company may require the Company

to indemnify the other party for certain third-party intellectual

property infringement claims which could increase the

Companys damages and its costs of defending against

such claims Even if the claims are without merit defending

against the claims can be time-consuming and costly

The costs and other effects of pending or future litigation

governmental investigations legal and administrative cases

and proceedings whether civil or criminal settlements judg

ments and investigations claims and changes in those matters

including those matters described above and developments

or assertions by or against the Company relating to intellectual

property rights and intellectual property licenses could have

material adverse effect on the Companys business financial

condition and operating results No current legal matters are

expected to result in any material loss

Item Submission of Matters to Vote of

Security Holders

No matters were submitted to vote of security holders during

the fourth quarter of 2008



12

Executive Officers of the Company Executive officers serve at the pleasure of the Board of Directors

Kenneth Lowe 58 Chairman of the Board President and Chief Executive Officer since July 2008 President
Chief Executive Officer and Director The Scripps Company 2000-2008

Anatolio Cruz III 50 Executive Vice President Chief Legal Officer and Corporate Secretary since July 2008
Executive Vice President and General Counsel The Scripps Company 2007-2008
Senior Vice President and General Counsel The Scripps Company 2004 to 2007
Vice President Deputy General Counsel and Assistant Secretary BET Holdings Inc 1999 to 2004

John Lansing 51 Executive Vice President since July 2008 President Scripps Networks LLC since January
2005 Senior Vice President/Scripps Networks The Scripps Company 2006-2008
Senior Vice PresidentiTelevision The Scripps Company 2002 to 2005

Joseph NeCastro 52 Executive Vice President and Chief Financial Officer since July 2008 Executive Vice President
and Chief Financial Officer The Scripps Company 2006-2008 Senior Vice President and
Chief Financial Officer The Scripps Company 2002 to 2006

Mark Hale 50 Senior Vice President Technology Operations and Chief Technology Officer since July 2008
Senior Vice President/Technology Operations The Scripps Company 2006-2008
Vice President/Technology Operations The Scripps Company 2005 to 2006
Executive Vice President of Scripps Networks LLC 1998 to 2005

Lori Hickok 45 Senior Vice President Finance since July 2008 Vice President and Controller

The Scripps Company 2002 to 2008
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PART II

Item Market for Registrants Common
Equity Related Stockholder Matters and

Issuer Purchases of Equity Securities

Our Class Common shares are traded on the New York

Stock Exchange NYSE under the ticker symbol SN As of

December 31 2008 there were approximately 37600 owners

of our Class Common shares based on security position

listings and 19 owners of our Common Voting shares which

do not have public market

The following table reflects the range of high and low selling

prices of our common stock by quarterly period since our

common stock began trading on the NYSE on June 12 2008

2006 High Low

Second quarter $43.49 $38.00

Third quarter $44.98 $34.88

Fourth quarter $37.14 $20.00

Represents when issued trading on the NYSE for the

period from June 12 2008 through June 30 2008 when our

separation from Scripps was completed

Under share repurchase program authorized by the Board

of Directors on July 29 2008 we are authorized to repurchase

up to million Class Common shares We did not repur

chase any Class Common shares during 2008 There is no

expiration date for the program and we are under no commit

ment or obligation to repurchase any particular amount of

Class Common shares under the program

There were no sales of unregistered equity securities during

the quarter for which this report is filed

Dividends Our Board of Directors declared quarterly cash

dividends of 7.5 cents per share that were paid in the third

and fourth quarters of 2008 We currently expect that compa

rable quarterly cash dividends will continue to be paid in the

future Future dividends are however subject to our earnings

financial condition and capital requirements

Performance Graph The following graph compares the

cumulative total stockholder return on our Class Common

shares with the comparable cumulative return of the NYSE

market index and an index based on peer group of media

companies for the period from June 12 2008 the date

our common shares began trading on the NYSE to

December 31 2008 The performance graph assumes that

the value of the investment in our common shares the

NYSE market index and peer group of media companies was

$100 on June 12 2008 and that all dividends were reinvested

Comparison of Cumulative Total Return

Among the Scripps network Interactive Inc

NYSE Market Index and Peer Group Index

Assumes $100 invested on June 12 2008

Assumes dividend reinvested

Fiscal year ending Dec 31 2008

The companies that comprise our peer group are Discovery

Holding Company The Walt Disney Company Time Warner

Inc Viacom Inc and EBay

The peer group index is weighted based on market

capitalization

06/12/08

$100.00

$100.00

$100.00

06/30/08

$90.24

$96.15

$92.45

07/31/08

$95.39

$92.01

$90.59

08/31/08

$97.92

$99.19

$91.50

09/30/08

$85.59

$86.63

$82.74

10/31/08

$66.94

$68.54

$67.63

11/30/08

$65.70

$60.77

$62.17

12/31/08

$52.01

$64.29

$63.32
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Item Selected Financial Data Item Financial Statements and

Supplementary Data
The Selected Financial Data required by this item is filed as part

of this Form 10-K See Index to Consolidated and Combined The Financial Statements and Supplementary Data required

Financial Statement Information at page F-i of this Form 10-K by this item are filed as part of this Form 10-K See Index to

Consolidated and Combined Financial Statement Information

Item Managements Discussion and Analysis at page F-i of this Form 10-K

of Financial Condition and Results of Operations

Item Changes in and Disagreements With

Managements Discussion and Analysis of Financial Condition Accountants on Accounting and Financial Disclosure

and Results of Operations required by this item is filed as part

of this Form 10-K See Index to Consolidated and Combined None

Financial Statement Information at page F-i of this Form 10-K

Item 9A Controls and Procedures

Item 7A Quantitative and Qualitative Disclosures

About Market Risk The Controls and Procedures required by this item are filed as

part of this Form 10-K See Index to Consolidated and Combined

The market risk information required by this item is filed as part Financial Statement Information at page F-i of this Form 10-K

of this Form 10-K See Index to Consolidated and Combined

Financial Statement Information at page F-i of this Form 10-K Item 9B Other Information

None
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PART Ill

Item 10 Directors Executive Officers and

Corporate Governance

PART IV

Item 15 Exhibits and Financial Statement

Schedules

Information regarding executive officers is included in Part

of this Form 10-K as permitted by General Instruction G3
Information required by Item 10 of Form 10-K relating to

directors is incorporated by reference to the material captioned

Election of Directors in our definitive proxy statement for the

Annual Meeting of Shareholders Proxy Statement Informa

tion regarding Section 16a compliance is incorporated by

reference to the material captioned Report on Section 16a

Beneficial Ownership Compliance in the Proxy Statement

We have adopted code of ethics that applies to all

employees officers and directors of SNI We also have code

of ethics for the CEO and Senior Financial Officers This code of

ethics meets the requirements defined by Item 406 of Regulation

S-K and the requirement of code of business conduct and ethics

under NYSE listing standards Copies of our codes of ethics are

posted on our Web site at www.scrippsnetworksinteractive.com

Information regarding our audit committee financial expert

is incorporated by reference to the material captioned Corpo
rate Governance in the Proxy Statement

The Proxy Statement will be filed with the Securities and

Exchange Commission in connection with our 2009 Annual

Meeting of Stockholders

Item 11 Executive Compensation

Financial Statements and Supplemental Schedule

The consolidated and combined financial statements of SNI

are filed as part of this Form 10-K See Index to Consolidated

and Combined Financial Statement Information at page F-i

The report of Deloitte Touche LLP an Independent Regis

tered Public Accounting Firm dated March 2009 are filed

as part of this Form 10-K See Index to Consolidated and

Combined Financial Statement Information at page F-i

The Companys consolidated and combined supplemental

schedules are filed as part of this Form 10-K See Index to

Consolidated and Combined Financial Statement Schedules

at page S-i

Exhibits

The information required by this item appears at page E-1

of this Form 10-K

The information required by Item 11 of Form 10-K is incorporated

by reference to the material captioned Compensation

Discussion and Analysis and Executive Compensation

Tables in the Proxy Statement

Item 12 Security Ownership of Certain Beneficial

Owners and Management and Related Stockholder

Matters

The information required by Item 12 of Form 10-K is incorpo

rated by reference to the material captioned Report on the

Security Ownership of Certain Beneficial Owners and Equity

Compensation Plan Information in the Proxy Statement

Item 13 Certain Relationships and Related

Transactions and Director Independence

The information required by Item 13 of Form 10-K is incorporated

by reference to the materials captioned Corporate Governance

and Report on Related Party Transactions in the Proxy Statement

Item 14 Principal Accounting Fees and Services

The information required by Item 14 of Form 10-K is incorporated

by reference to the material captioned Independent Auditors

in the Proxy Statement
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Signatures

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has duly caused

this report to be signed on its behalf by the undersigned thereunto duly authorized

SCRIPPS NETWORKS INTERACTIVE INC

Dated March 2009 By Is Kenneth Lowe

Kenneth Lowe

Chairman of the Board of Directors

President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below

by the following persons on behalf of the registrant in the capacities indicated on March 2009

Signature Title

Is Kenneth Lowe Chairman of the Board of Directors

Kenneth Lowe President and Chief Executive Officer

Principal Executive Officer

/s Joseph NeCastro Executive Vice President and Chief Financial Officer

Joseph NeCastro

Is John Burlingame Director

John Burlingame

Is Michael Costa Director

Michael Costa

Is David Galloway Director

David Galloway

Is Jarl Mohn Director

Jarl Mohn

Is Nicholas Paumgarten Director

Nicholas Paumgarten

Is Mary Peirce Director

Mary Peirce

Is Dale Pond Director

Dale Pond

Is Jeffrey Sagansky Director

Jeffrey Sagansky

Is Nackey Scagliotti Director

Nackey Scagliotti

Is Ronald Tysoe Director

Ronald Tysoe
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The selected consolidated and combined statements of operations data for all

periods prior to July 2008 are presented on carve-out basis and reflect the

results of operations and financial position of our businesses when they were

part of The Scripps Company Results for those periods include estimates

of our portion
of The Scripps Companys corporate expenses The finan

cial information for those years do not reflect what our results of operations and

financial position would have been had we been separate stand-alone publi

cally-traded company

Operating revenues and segment profit loss represent the revenues and

the profitability measures used to evaluate the operating performance of our

business segments in accordance with Financial Accounting Standard

FAS No 131 FAS 131 Disclosures About Segments of an Enterprise

and Related Information See page F-8

Segment protit is supplemental non-GAAP financial measure GAAP

means generally accepted accounting principles in the United States Our

chief operating decision maker as defined by FAS 131 evaluates the oper

ating performance ot our reportable segments and makes decisions about

the allocation of resources to our reportable segments using measure we

call segment protit Segment profit excludes interest income taxes depre

ciation and amortization impairment of goodwill and
intangible assets di

vested operating units investment results and certain other items that are

included in net income determined in accordance with accounting prin

ciples generally accepted in the United States of America
Lifestyle Media

segment profits include equity in earnings ot affiliates For reconciliation of

this financial measure to operating income see the table on page F-9

We acquired uSwitch Web-based comparison shopping service that

helps consumers compare prices and arrange for the purchase of range

of essential home services and personal tinance products in March of

2006 In June 2005 we acquired Shopzilla Web-based product compari

son shopping service

Operating results in 2008 include non-cash charge to write-down the

goodwill related to our Shopzilla business Income from continuing opera

tions was reduced $244 million $1.49 per share Operating results in 2007

reflect non-cash charge of $411 million including $312 million of nonde

ductible goodwill to reduce the carrying value of our uSwifch business

goodwill and intangible assets to their fair values The charge decreased

income from continuing operations by $382 million $2.33 per share

Our first dividend as stand-alone
public company was paid in the third

quarter of 2008 Accordingly there are no dividends reported for the first

two quarters of 2008 or the prior year periods

The Scripps Company utilized centralized approach to cash man

agement and financing of its operations Based on the historical funding

requirements of our company specifically the costs to fund acquisitions

fund investments in programming and support the expansion of Scripps

Networks Interactive businesses all of Scripps consolidated third

party debt was allocated to us for all periods prior to the July 2008 sepa

ration date

The selected consolidated and combined statements of elsewhere in this annual report The selected consolidated

operations data for the three years ended December 31 2008 and combined statements of operations data for the years

and the consolidated and combined balance sheet data at ended December 31 2005 and 2004 and the consolidated

December 31 2008 and 2007 should be read in conjunction and combined balance sheet data at December 31 2006
with the audited financial statements and related Manage- 2005 and 2004 have been derived from financial statements

ments Discussion and Analysis of Results of Operations and contained in the Registration Statement filed on Form 10 that

Financial Condition and other financial information presented is not included herein

Selected Financial Data

Five-Year Financial Highlights

in millions except per share data

2008 2007 2006 2005 2004

Summary of Operations

Operating revenues

Lifestyle Media 1312 1185 1052 903 724

Interactive Services 278 256 271 99

Total operating revenues $1591 $1441 $1323 $1002 $724

Segment profit loss 12
Lifestyle Media 648 605 518 414 304

Interactive Services 68 40 68 28

Corporate 49 35 33 25 19
Total segment profit $666 $610 $552 $417 $286

Income loss from continuing operations $24 $130 $234 $176 $119

Per Share Data

Income loss from continuing operations $14 $80 $1.43 $1.08 $73

Cash dividends .15

Balance Sheet Data

Total assets 1773 2018 2385 2011 1454
Long-term debt 80 503 765 824 531

Shareholders equity $1142 $1013 $1186 $797 $588

Certain amounts may not foot since each is rounded independently

Notes to Selected Financial Data
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Managements Discussion and Analysis of

Financial Condition and Results of Operations

This discussion and analysis of financial condition and results

of operations is based upon the consolidated and combined

financial statements and the notes thereto You should read

this discussion in conjunction with those financial statements

Forward-Looking Statements

This discussion and the information contained in the notes to

the consolidated and combined financial statements contain

certain forward-looking statements that are based on our

current expectations Forward-looking statements are subject

to certain risks trends and uncertainties that could cause

actual results to differ materially from the expectations

expressed in the forward-looking statements Such risks

trends and uncertainties which in most instances are beyond

our control include changes in advertising demand and other

economic conditions consumers tastes program costs labor

relations technological developments competitive pressures

interest rates regulatory rulings and reliance on third-party

vendors for various products and services The words

believe expect anticipate estimate intend and similar

expressions identify forward-looking statements All forward-

looking statements which are as of the date of this filing

should be evaluated with the understanding of their inherent

uncertainty We undertake no obligation to publicly update

any forward-looking statements to reflect events or circums

tances after the date the statement is made

Executive Overview

On July 2008 Scripps Networks Interactive spun off from

The Scripps Company Scripps and began

operations as separate publicly-traded company Scripps

Networks Interactive is leading lifestyle content and Internet

search company with respected high-profile television and

interactive brands

We manage our operations through two reportable operat

ing segments Lifestyle Media which includes Home and

Garden Television HGTV Food Network DIY Network

DIY Fine Living Network FLN Great American Country

GAC minority interest in Fox-BRV Southern Sports Hold

ings LLC and SN Digital which includes Web sites that are

associated with the aforementioned television brands and

other Internet-based businesses serving food or shelter

related categories such as RecipeZaar.com HGTVPr0.com

and FrontDoor.com and ii Interactive Services which includes

online comparison shopping and consumer information ser

vices Shopzilla BizRate and uSwitch

HGTV and Food Network are the only television channels

in the United States that dedicate their entire programming

schedules to the shelter and food lifestyle content categories

Both networks are available in about 98 million television

households making them fully distributed along with other

leading cable and direct-to-home programming services and

our Lifestyle Media branded Web sites consistently rank at or

near the top in their respective lifestyle categories on unique

visitor basis Shopzilla regularly ranks as one of the top com

parison shopping Web sites in the United States and ranks

among the countrys top 10 general retail sites

Consolidated operating revenues for 2008 increased

10 percent to $1.59 billion compared with $1.44 billion for 2007

Despite challenging economic environment segment profit for

2008 was $666 million compared with $610 million for 2007

percent increase Our consolidated results reflect strong growth

at both our Lifestyle Media and Interactive Services businesses

Lifestyle Media continued to demonstrate significant growth in

2008 Revenues in 2008 were up 11 percent year-over-year led

by the continuing success of our flagship networks HGTV and

Food Network but also helped by double-digit revenue growth

at both DIY and FLN During the year we experienced positive

audience trends particularly at Food Network which resulted in

solid revenue and segment profit growth for 2008 Food Network

is continuing to set records in terms of the size of its audience

and the revenue it generates from advertisers Prime time

viewership and ratings and total-day viewership are all growing

Additionally the demographics of the network is decidedly

skewing younger Our newer networks are also demonstrating

success as they continue to broaden their distribution and are

building solid audience bases We are continuing to invest in

new shows at DIY that leverage growing consumer interest in

hands-on home improvement programming Viewership at DIY

has nearly doubled FLN became Nielsen rated service in Jan

uary 2009 We are continuing to redefine FLN with growing

schedule of original new shows that draw an engaged audience

DIY and FLNs revenue grew 31 percent and 22 percent

respectively during 2008 Affiliate fee revenue also grew strongly

reflecting general rate increases at HGTV and Food Network and

solid subscriber growth at DIY and FLN Revenue from our Life

style Media affiliated Web sites SN Digital increased percent

in 2008 compared with 2007 demonstrating the progress we are

making toward our goal of becoming the leading interactive des

tination for all things food and shelter Lifestyle Media continues

to focus on driving ratings growth for all our national television

networks through popular programming expanding the distribu

tion of our emerging networks broadening our Internet-based

offerings and identifying opportunities to extend our nationally

recognized brands to create new revenue streams

Our Interactive Services division also delivered improved

results for 2008 compared with 2007 Revenue grew percent

to $278 million while segment profit was $67.7 million com

pared with $39.8 million in 2007 Full year results however

were held back by soft fourth quarter in our Interactive Ser

vices division Lower results in the fourth quarter were attri

buted to Shopzillas exposure to the flagging retail market

place In response to the changing competitive environment

for online comparison shopping services we decided

to reposition our Shopzilla business within that marketplace

for maximum long-term growth The repositioning of Shopzilla

will include transforming the existing business model to provide

better consumer experience The change is driven by our

conviction that the existing comparison shopping business

model does not provide an enduring consumer proposition

The repositioning coupled with Shopzillas exposure to the

slowing retail market has negatively impacted our near term
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operating outlook for the business These changes to the near

term outlook for Shopzilla resulted in non-cash impairment

charge of $244 million in the fourth quarter of 2008 In the near

term we expect operating results to remain under pressure as

we execute the competitive repositioning of Shopzilla

Increased energy switching activity during the first three

quarters of 2008 and lower operating expenses at uSwitch

drove improved results within that business Additionally

Interactive Services segment profit was negatively impacted by

about $15 million in 2007 for leadership transition costs incurred

at Shopzilla and increased marketing expenses at uSwitch

Critical Accounting Policies and Estimates

The preparation of financial statements in accordance with ac

counting principles generally accepted in the United States of

America GAAP requires us to make variety of decisions

which affect reported amounts and related disclosures includ

ing the selection of appropriate accounting principles and the

assumptions on which to base accounting estimates In reach

ing such decisions we apply judgment based on our under

standing and analysis of the relevant circumstances including

our historical experience actuarial studies and other assump
tions We are committed to incorporating accounting principles

assumptions and estimates that promote the representational

faithfulness verifiability neutrality and transparency of the

accounting information included in the financial statements

Note 2-Summary of Significant Accounting Policies to the

consolidated and combined financial statements describes

the significant accounting policies we have selected for use in

the preparation of our financial statements and related disclo

sures We believe the following to be the most critical account

ing policies estimates and assumptions affecting our reported

amounts and related disclosures

Programs and Program Licenses Production costs for pro

grams produced by us or for us are capitalized as program

assets Such costs include direct costs production overhead

development costs and acquired production costs Capitalized

program assets are amortized to expense over the estimated

useful lives of the programs based on expected future cash

flows Estimated future cash flows can change based upon

market acceptance advertising and network affiliate fee rates

the number of cable and satellite television subscribers receiv

ing our networks and program usage Accordingly we periodi

cally review revenue estimates and planned usage and revise

our assumptions if necessary If actual demand or market con

ditions are less favorable than projected write-down to fair

value may be required Development costs for programs that

we have determined will not be produced are written off

Program licenses which represent approximately five per

cent of our program assets generally have fixed terms limit the

number of times we can air the programs and require payments

over the terms of the licenses Licensed program assets and

liabilities are recorded when the programs become available

for broadcast Program licenses are amortized based upon

expected cash flows over the term of the license agreement

Programs and program licenses are reviewed for impairment

using day-part methodology day-part is defined as an

aggregation of programs broadcast during particular time of day

or programs of similar type Our day-parts are early morning

daytime late night and primetime The net realizable value of

programs and program licenses is calculated by estimating the

planned future airings of program and the related day-part in

which it is aired to determine an estimate of the remaining reve

nues to be earned by the program Estimates are based upon

programs current ratings as well as assumptions about future

market acceptance If actual demand or market conditions are

less favorable than our projections programming cost write-

downs may be required

Revenue Recognition Revenue is recognized when persu
asive evidence of sales arrangement exists delivery occurs

or services are rendered the sales price is fixed or determin

able and collectability is reasonably assured When sales

arrangement contains multiple elements such as the sale of

advertising and other services revenue is allocated to each

element based upon its relative fair value Revenue is reported

net of our remittance of sales taxes value added taxes and

other taxes collected from our customers

We have revenue recognition policies for our operating

segments that are specific to the circumstances of each busi

ness See Note 2-Summary of Significant Accounting Policies

to the consolidated and combined financial statements for

summary of these revenue recognition policies

Acquisitions Financial Accounting Standards No FAS
141 Business Combinations FAS 141 requires assets

acquired and liabilities assumed in business combination to

be recorded at fair value We generally determine fair values

using comparisons to market transactions and discounted

cash flow analyses The use of discounted cash flow analysis

requires significant judgment to estimate the future cash flows

derived from the asset and the expected period of time over

which those cash flows will occur and to determine an appro

priate discount rate Changes in such estimates could affect

the amounts allocated to individual identifiable assets While

we believe our assumptions are reasonable if different

assumptions were made the amount allocated to intangible

assets could differ substantially from the reported amounts

Goodwill and Other Indefinite-Lived Intangible Assets

FAS 142 requires that goodwill for each reporting unit be tested

for impairment on an annual basis or when events occur or cir

cumstances change that would indicate the fair value of

reporting unit is below its carrying value For purposes of

performing the impairment test for goodwill our reporting units

are Lifestyle Media Shopzilla and uSwitch If the fair value of

the reporting unit is less than its carrying value an impairment

loss is recorded to the extent that the fair value of the goodwill

within the reporting unit is less than its carrying value

FAS 142 also requires us to compare the fair value of

each indefinite-lived intangible asset to its carrying amount

If the carrying amount of an indefinite-lived intangible asset

exceeds its fair value an impairment loss is recognized

To determine the fair value of our reporting units and indefi

nite-lived intangible assets we generally use market data

appraised values and discounted cash flow analyses The use

of discounted cash flow analysis requires significant judg
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ment to estimate the future cash flows derived from the asset

or business and the period of time over which those cash

flows will occur and to determine an appropriate discount rate

Changes in our estimates and projections or changes in our

established reporting units could materially affect the determi

nation of fair value for each reporting unit

Upon completing our impairment test in the fourth quarter of

2008 we determined that the goodwill recorded for our Shopzil

Ia business was impaired The impairment is attributed to the

changing environment for online comparison shopping services

and the subsequent repositioning of Shopzilla that adversely

impacts our short-term forecast for Shopzillas future results

We recorded an impairment in 2007 to write-down goodwill

and intangible assets at our uSwitch business The write-down

was primarily attributed to lower energy switching activity at

uSwitch Due to our high concentration in the energy market

the decline in switching activity adversely impacted our fore

cast of uSwitchs future results

The fair value of our Lifestyle Media reporting segment

substantially exceeds its recorded carrying value

Finite-Lived Intangible Assets In determining whether finite-

lived intangible assets e.g customer lists trade names patents

technology network distribution relationships are impaired FAS

No 144 Accounting for the Impairment or Disposal of Long-Lived

Assets CFAS 144 does not provide for an annual impairment

test Instead it requires that triggering event occur before testing

an asset for impairment Such triggering events include the signifi

cant disposal of portion of such assets or the occurrence of an

adverse change in the market involving the business employing

the related asset Once triggering event has occurred the

impairment test employed is based on whether the intent is to hold

the asset for continued use or to hold the asset for sale If the

intent is to hold the asset for continued use the impairment test

first requires comparison of undiscounted future cash flows

against the carrying value of the asset If the carrying value of

such asset exceeds the undiscounted cash flows the asset would

be deemed to be impaired Impairment would then be measured

as the difference between the fair value of the asset and its carry

ing value Fair value is generally determined by discounting the

future cash flows associated with that asset If the intent is to hold

the asset for sale and certain other criteria are met e.g the asset

can be disposed of currently appropriate levels of authority have

approved the sale or there is an actively pursuing buyer the

impairment test involves comparing the assets carrying value

to its fair value To the extent the carrying value is greater than

the assets fair value an impairment loss is recognized for

the difference

Significant judgments in this area involve determining

whether triggering event has occurred and the determina

tion of the cash flows for the assets involved and the discount

rate to be applied in determining fair value

Upon completing our impairment test in the fourth quarter

of 2007 we determined that the carrying value of intangible

assets at our uSwitch business exceeded their fair value

Accordingly our 2007 results include write down of intangi

ble assets totaling $99 million

Income Taxes We account for uncertain tax positions in

accordance with FASB Interpretation FIN No 48 Account

ing for Uncertainty in Income Taxes an interpretation of FASB

Statement No 109 FIN 48 The application of income tax

law is inherently complex As such we are required to make

many assumptions and judgments regarding our income tax

positions and the likelihood whether such tax positions would

be sustained if challenged Interpretations and guidance sur

rounding income tax laws and regulations change over time

As such changes in our assumptions and judgments can

materially affect amounts recognized in the consolidated and

combined financial statements

We have deferred tax assets primarily related to state net

operating loss carryforwards and capital loss carryforwards We

record tax valuation allowance to reduce such deferred tax

assets to the amount that is more likely than not to be realized

We consider ongoing prudent and feasible tax planning strate

gies in assessing the need for valuation allowance In the

event we determine the deferred tax asset we would realize

would be greater or less than the net amount recorded an

adjustment would be made to the tax provision in that period

In 2007 we changed our estimate of the realizable value of

certain uSwitch deferred tax assets Our tax provision was

increased $9.5 million Modifications to our state tax filing

positions in certain jurisdictions and changes in our estimates

of unrealizable state operating loss carryforwards reduced the

tax provision $15.8 million in 2006

Pension Plans The measurement of our pension obligations

and related expense is dependent on variety of estimates

including discount rates expected long-term rate of return on

plan assets expected increase in compensation levels and

employee turnover mortality and retirement ages We review

these assumptions on an annual basis and make modifica

tions to the assumptions based on current rates and trends

when appropriate In accordance with accounting principles

generally accepted in the United States of America the

effects of these modifications are recorded currently or amor

tized over future periods We consider the most critical of our

pension estimates to be our discount rate and the expected

long-term rate of return on plan assets

The discount rate used to determine our future pension

obligations is based upon dedicated bond portfolio approach

that includes securities rated Aa or better with maturities

matching our expected benefit payments from the plans The

rate is determined each year at the plan measurement date

and affects the succeeding years pension cost Our discount

rate was 6.25 percent at both December 31 2008 and 2007

Discount rates can change from year to year based on eco

nomic conditions that impact corporate bond yields de

crease in the discount rate increases pension expense

0.5 percent change in the discount rate as of December 31

2008 to either 5.75 percent or 6.75 percent would increase or

decrease our pension obligations as of December 31 2008

by approximately $4.8 million and increase or decrease 2008

pension expense by approximately $1.0 million

The expected long-term rate of return on plan assets is

based primarily upon the target asset allocation for plan

assets and capital markets forecasts for each asset class
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employed Our expected rate of return on plan assets also

considers our historical compound rate of return on plan as
sets for 10- and 15-year periods At December 31 2008 the

expected long-term rate of return on plan assets was

7.5 percent decrease in the expected rate of return on plan

assets increases pension expense 0.5 percent change in

the expected long-term rate of return on plan assets to either

7.0 percent or 8.0 percent would increase or decrease our

2008 pension expense by approximately $0.1 million

We had cumulative unrecognized actuarial losses for our

pension plans of $15 million at December 31 2008 Unrea

lized actuarial gains and losses result from deferred recogni
tion of differences between our actuarial assumptions and

actual results In 2008 we had an actuarial loss of $1.0 million

that was attributed to losses from our pension plan assets

These plan asset losses were offset by gains resulting from

reduction in the salary increase assumption The cumulative

unrecognized net loss is primarily due to declines in corporate

bond yields and the unfavorable performance of the equity

markets between 2000 and 2002 Amortization of unrecog

nized actuarial losses may result in an increase in our pension

expense in future periods Based on our current assumptions

we anticipate that 2009 pension expense will include

$1.3 million in amortization of unrecognized actuarial losses

Accounting Changes and Recently Issued

Accounting Standards

Accounting Changes

During 2006 we adopted FAS No 158 Accounting for

Defined Benefit Pension and Other Postretirement Plans an

Amendment of FASB Statements No 87 88 106 and 132R
FAS 158 FAS 158 required us to recognize over- or under

funded status of each of our pension and postretirement plans

in the consolidated and combined balance sheets The standard

did not change the manner in which plan liabilities or periodic

expense are measured Changes in the funded status of the

plans resulting from unrecognized prior service costs and

credits and unrecognized actuarial gains and losses are

recorded as component of other comprehensive income

within shareholders equity The initial recognition of this

standard in 2006 resulted in decrease to shareholders

equity of $0.6 million which was net of deferred income

tax effect of $0.3 million

In 2006 the FASB issued FIN 48 which clarified the

accounting for tax positions recognized in the financial state

ments in accordance with FAS 109 Accounting for Income

Taxes FIN 48 provides guidance on the financial statement

recognition and measurement of tax position taken or

expected to be taken in tax return FIN 48 also provides

guidance on de-recognition classification interest and penalties

accounting in interim periods disclosures and transition The

adoption of FIN 48 as of January 2007 reduced sharehold

ers equity $29.7 million

In September 2006 the Financial Accounting Standards

Board FASB issued FAS No 157 Fair Value Measure
ments FAS 157 which defines fair value establishes

framework for measuring fair value and expands disclosures

about fair value measurements In February 2008 the FASB
issued Staff Position 157-2 FSP 157-2 which delayed the

effective date of FAS 157 for non-financial assets and liabili

ties except for those that are recognized at fair value in the

financial statements on recurring basis until January

2009 Under the provisions of the FSP 157-2 we delayed the

adoption of FAS 157 for fair value measurements used in the

impairment testing of goodwill and indefinite-lived intangible

assets and eligible non-financial assets and liabilities included

within business combination The adoption of FAS 157 did

not have material impact on our financial statements

In February 2007 the FASB issued FAS No 159 The Fair

Value Option for Financial Assets and Financial Liabilities In

cluding an Amendment of FASB Statement No 115 FAS
159 which permits entities to choose to measure many finan

cial instruments and certain other items at fair value The provi

sions of FAS 159 were effective at the beginning of our 2008

fiscal year and had no impact on our financial statements

Recently Issued Accounting Standards

In December 2007 the FASB issued FAS No 141R
Business Combinations FAS 141R FAS 141R provides

guidance relating to recognition of assets acquired and liabili

ties assumed in business combination FAS 141R also

establishes expanded disclosure requirements for business

combinations FAS 141R is effective for fiscal years begin

ning after December 15 2008 The statement will be applied

prospectively to business combinations that occur subse

quent to our January 2009 effective date except for the

accounting for valuation allowances on deferred taxes and

acquired tax contingencies associated with acquisitions FAS

141R amends FAS 109 such that adjustments made to valu

ation allowances on deferred taxes and acquired tax contin

gencies associated with acquisitions that closed prior to the

effective date of FAS 141R would also apply the provisions

of FAS 141R
In December 2007 the FASB issued FAS No 160

Noncontrolling Interests in Consolidated Financial Statements

An Amendment of ARB No 51 FAS 160 FAS 160

establishes accounting and reporting standards for the non-

controlling interest in subsidiary FAS 160 also requires that

retained noncontrolling interest upon the deconsolidation of

subsidiary be initially measured at its fair value FAS 160 is

effective for our 2009 fiscal year Upon adoption of FAS 160

we will be required to report our noncontrolling interests

minority interest liability as separate component of share

holders equity We will also be required to present net income

allocable to the noncontrolling interests and net income attri

butable to the shareholders of the Company separately in our

statements of operations Currently noncontrolling interests

are reported between liabilities and shareholders equity in our

balance sheets and the related income attributable to minority

interests is reflected as an expense in arriving at net income

The calculation of earnings per share will continue to be

based on income amounts attributable to the parent FAS 160

requires retroactive adoption of the presentation and dis

closure requirements for existing minority interests All other

requirements of FAS 160 are to be applied prospectively
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FSP 142-3 In April 2008 the FASB issued FSP No 142-3

Determination of the Useful Life of Intangible Assets FSP

142-3 FSP 142-3 amends the factors that should be consi

dered in developing renewal or extension assumptions used

to determine the useful life of recognized intangible asset

under FAS 142 FSP 142-3 is effective for fiscal years begin

ning after December 15 2008 We do not expect that the

adoption of FSP 142-3 will have material impact on our

financial statements

FSP EITFO3-6-1 In June 2008 the FASB issued FSP EITF 03-

6-1 Determining Whether Instruments Granted/n Share-Based

Payment Transactions Are Participating Securities FSP EITF

03-6-1 FSP EITF 03-6-1 addresses whether instruments

granted in share-based payment transactions are participating

securities prior to vesting and therefore need to be included in

the earnings allocation in computing Earnings Per Share EPS
under the two-class method as described in FAS 128 Earnings

per Share FSP EITF 03-6-1 is effective for us on January

2009 and prior-period EPS data would be adjusted retrospec

tively We do not expect that the adoption of FSP EITF 03-6-1

will have material impact on our financial statements

Results of Operations

The trends and underlying economic conditions affecting the

operating performance and future prospects differ for each of

our business segments although the competitive landscape

in both segments is affected by multiple media platforms

competing for consumers and advertising dollars

In our Lifestyle Media division we need to continue to create

popular programming that resonates across variety of de

mographic groups develop new brands and find additional

channels through which we can capitalize on the recognition

of our existing brands and distribute our lifestyle-related con

tent In the Interactive Services division we must continually

find ways to attract and monetize traffic to our sites both by

making changes to enhance the consumer experience and by

finding ways to efficiently attract traffic We believe the follow

ing discussion of our consolidated and combined results of

operations should be read in conjunction with the discussion

of the operating performance of our business segments that

follows on pages F-8 through F-i

Consolidated and Combined Results of Operations

Results of operations were as follows

in thousands For the years ended December 31

2008 Change 2007 Change 2008

Operating

revenues 1590637 10.4% 1441265 8.9% 1323469

Costs and

expenses 940070 10.7% 849109 8.2% 784776

Depreciation and

amortization

of intangible assets 73937 14.7% 86694 22.6% 70705

Write-down of

goodwill and other

intangible assets 243700 411006

Losses on disposal

of PPE 788 14.7% 687 21.8% 564

Operating

income 332142 93769 79.9% 467424

Interest expense 14207 61.4% 36770 32.0% 54045

Equity in

earnings of

affiliates 15498 120% 17603 31.6% 13378

Gains losses on

repurchases of debt 26380 245 435

Miscellaneous net 2266 16.3% 2706 261

Income from

continuing operations

before income taxes

and minority

interests 309319 78553 81.6% 427453

Provision for

income taxes 193371 53.0% 126387 4.6% 120877

Income loss from

continuing operations

before minority

interests 115948 47834 306576

Minority interests 92391 11.9% 82534 13.4% 72796

Income loss from

continuing

operations 23557 130368 233780

Income loss from

discontinued

operations net of tax 3961 41856

Net income loss 23557 126407 191924

Continuing Operations

2008 compared with 2007

The increase in operating revenues in 2008 compared with

2007 was primarily attributed to growth in advertising sales

and affiliate fee revenue at our national television networks

The increase in advertising sales at Lifestyle Media continues

to reflect the improved audience viewership at HGTV and

Food Network

The increase in costs and expenses during 2008 was primari

ly attributed to the strategic investment in our interactive lifestyle

businesses SN Digital and continuing to invest in the improved

quality and variety of programming at our national networks

Lower costs and expenses at our Interactive Services division

partially offset the increase at Lifestyle Media Interactive

Services costs and expenses in 2007 include approximately

$17 million of costs attributed to both leadership transition at

Shopzilla and increased marketing expenses at uSwitch
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The decrease in depreciation and amortization was primari

ly attributed to the write-down of uSwitchs intangible assets

during the fourth quarter of 2007 which resulted in lower

amortization expense during 2008

In conjunction with our annual impairment tests of goodwill

and intangible assets we recorded goodwill impairment

charge of $244 million for our Shopzilla business during 2008

and recorded $41 million impairment charge on goodwill

and intangible assets for our uSwitch business in 2007

Interest expense decreased in 2008 compared with 2007

due to lower average debt levels The average balance of

outstanding borrowings during 2008 was $372 million at an

average rate of 3.2 percent compared with $649 million at an

average rate of 5.0 percent in 2007

In the second quarter of 2008 Scripps redeemed their

outstanding notes which were previously allocated to us in our

consolidated and combined financial statements The associated

loss on extinguishment of $26.4 million from such redemption has

been allocated to us in our statement of operations

Our effective tax rate was 62.5 percent in 2008 and

160.9 percent in 2007 The effective tax rate in both 2008 and

2007 was impacted by charges incurred in the financial

statements that were not deductible for income tax purposes

In 2008 the impairment charge recorded for the write-down of

Shopzillas goodwill and the allocated loss on extinguishment

of debt were not deductible for income tax purposes In 2007

$312 million of the uSwitch goodwill write-off was not deducti

ble for income taxes

Our effective income tax rate is also affected by the growing

profitability of Food Network Food Network is operated pur
suant to the terms of general partnership in which we own

an approximate 69 percent residual interest Income taxes on

partnership income accrue to the individual partners While

the income before income tax reported in our financial state

ments includes all of the income before tax of the partnership

our income tax provision does not include income taxes on

the portion of Food Network income that is attributable to the

non-controlling interest

Minority interest increased year-over-year due to the

increased profitability of the Food Network Food Networks

profits are allocated in proportion to each partners residual

interests in the partnership

2007 compared with 2006

Operating revenues were up 8.9 percent in 2007 compared

with 2006 Increases in revenues at our national television

networks were partially offset by lower revenues in our online

comparison shopping businesses Increases in advertising

revenues both on television and the Internet and higher affili

ate fee revenue contributed to the increase in revenues at our

Lifestyle Media division Declines in revenues at our Interac

tive Services businesses were primarily attributed to reduced

online energy switching activity at uSwitch and lower referral

fee revenue at Shopzilla

Costs and expenses in 2007 were primarily impacted by the

expanded hours of original programming at our national net

works and costs related to the leadership transition at Shopzilla

Depreciation from capitalized software development costs

at our Interactive Services businesses contributed to the in

crease in depreciation and amortization Additionally we
wrote down intangible assets $5.2 million as result of

changes to the terms of distribution agreement at our

Shopzilla business in 2007

In conjunction with our annual impairment test of goodwill

and intangible assets we determined that the carrying value

of our uSwitch business exceeded its fair value Accordingly

our 2007 results include write-down of goodwill and other

intangible assets totaling $41 million

Interest expense decreased in 2007 compared with 2006

due to lower average debt levels The average balance of

outstanding borrowings was $649 million at an average rate

of 5.0 percent in 2007 and $946 million at an average rate of

5.1 percent in 2006

Our effective tax rate was 160.9 percent in 2007 and

28.3 percent in 2006 The increase in the effective tax rate

is primarily the result of the $312 million write-off of uSwitch

goodwill in 2007 which was not deductible for income tax

purposes Additionally our effective income tax rate is

affected by the growing profitability of Food Network and

the portion of Food Network income that is attributed to the

non-controlling interest

Minority interest increased year-over-year due to the

increased profitability of the Food Network

Business Segment Results As discussed in Note 19-

Segment In formation to the consolidated and combined

financial statements our chief operating decision maker as
defined by FAS 131 evaluates the operating performance of

our business segments using measure we call segment

profit Segment profit excludes interest income taxes depre
ciation and amortization divested operating units restructur

ing activities investment results and certain other items that

are included in net income determined in accordance with

accounting principles generally accepted in the United States

of America

Items excluded from segment profit generally result from

decisions made in prior periods or from decisions made by

corporate executives rather than the managers of the busi

ness segments Depreciation and amortization charges are

the result of decisions made in prior periods regarding the

allocation of resources and are therefore excluded from the

measure Financing tax structure and divestiture decisions

are generally made by corporate executives Excluding these

items from our business segment performance measure

enables us to evaluate business segment operating

performance based upon current economic conditions

and decisions made by the managers of those business

segments in the current period
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Information regarding the operating performance of our

business segments determined in accordance with FAS 131

and reconciliation of such information to the consolidated

and combined financial statements is as follows

in thousands For the years ended December 31

2008 Change 2007 Change 2006

Segment operating

revenue

Lifestyle Media 1312313 10.8% 1184901 12.6% 1052403

Interactive 5ervices 278407 8.6 256364 5.4% 271066

Corporate 86

Intersegment

eliminations 169

Total operating

revenues 1590637 10.4% 1441265 8.9% 1323469

Segment profit loss

Lifestyle Media 647557 7.0% 605014 16.9% 517572

Interactive Services 67686 70.3 39751 41 .3% 67688

Corporate 49178 40.5% 35006 5.5% 33189

Total segment profit 666065 9.2% 609759 10.4 552071

Depreciation and

amortization of

intangible assets 73937 86694 70705

Write-down of

goodwill
and other

intangible assets 243700 411006

Losses on disposal

of PPE 788 687 564

Interest expense 14207 36770 54045

Gains losses on

repurchases of debt 26380 1245 435

Miscellaneous net 2266 2706 261

Income from continuing

operations before

income taxes and

minority interests 309319 78553 427453

Corporate costs for the first six months of 2008 and the full-

year periods of 2007 and 2006 reflect an estimate of SNIs

portion of Scripps Companys corporate expenses Such

estimates are not necessarily representative of our Costs as

stand-alone publically-traded company In addition 2008

corporate costs include $4.9 million charge related to the

modification of stock-based awards and also includes $3.8

million of other Costs incurred in connection with the

separation of the Company from Scripps

reconciliation of segment profit to operating income

determined in accordance with accounting principles generally

accepted in the United States of America for each business

segment was as follows

in thousands For the years ended December 31

2008 2007 2006

Operating income 332142 93769 467424

Equity in earnings

of affiliates

Lifestyle Media 15498 17603 13378

Depreciation and

amortization

Lifestyle Media 28309 23192 19993

Interactive Services 45369 62500 49601

Corporate 259 1002 1111

Losses gains on

disposal of PPE
Lifestyle

Media 721 172 557

Interactive Services 516

Corporate 70

Write-down of

goodwill and other

intangible assets 243700 411.006

Total segment profit 666065 609759 552071

Lifestyle Media Lifestyle Media includes five national televi

sion networks Internet businesses and other electronic content

services primarily in the United States Lifestyle Media also in

cludes 7.25% interest in FOX-BAy Southern Sports Holdings

which comprises the Sports South and Fox Sports Net South

regional television networks Our networks also operate domes

tically and internationally through licensing agreements and joint

ventures with other entities We own approximately 69% of Food

Network and approximately 94% of FLN

Our Lifestyle Media division earns revenue primarily from

the sale of advertising time in our national television networks

programming affiliate fees paid by cable and satellite televi

sion operators that carry our network programming the licens

ing of its content to third parties the licensing of its brands for

consumer products such as books and kitchenware and from

the sale of advertising on our Lifestyle Media affiliated Web

sites SN Digital Employee costs and programming costs are

Lifestyle Medias primary expenses The demand for

national television advertising is the primary economic factor

that impacts the operating performance of our networks

Operating results for Lifestyle Media were as follows

in thousands For the years ended December 31

2008 change 2007 Change 2006

Segmenf operating

revenues

Advertising 1005330 8.3% 928221 11.1 835848

Network affiliate

fees net 277370 17.9% 235248 20.8% 194662

Other 29613 38.2% 21432 2.1% 21893

Total segment

operating revenues 1312313 10.8% 1184901 12.6% 1052403

Segment costs

and expenses

Employee

compensation

and benefits 173667 18.5% 146576 15.0% 127510

Programs and

program licenses 279767 16.9% 239343 22.1 196052

Other segment

costs and expenses 226820 7.2% 211571 5.8% 224647

Total segment

costs and expenses 680254 13.9% 597490 9.0% 548209

Segment profit

before joint ventures 632059 7.6% 587411 16.5% 504194

Equity in income

ofjointventures 15498 12.0% 17603 31.6% 13.378

9iYint profit 647557 7.0% 605014 16.9% 517572

Supplemental

Information

Billed network

affiliate fees 308456 255874 211579

Program payments 280893 291713 287494

Depreciation

and amortization 28309 23192 19993

Capital expenditures 57074 35306 17579

Advertising revenues increased due to continued success of

our flagship networks HGTV and Food as well as double-digit

revenue growth at DIY and FLN Improved ratings and viewer

ship particularly at Food Network and also strong pricing in

the scatter advertising market during the first half of the year

contributed to the increases in advertising revenues during

2008 compared with 2007
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Distribution agreements with cable and satellite television

systems currently in force require the payment of affiliate fees

over the terms of the agreements The increase in network affili

ate fees over each of the last three years reflects both sche

duled rate increases and wider distribution of the networks

Increased revenue from SN Digital also contributed to the

year-over-year increases in operating revenues in both 2008

and 2007 SN Digitals revenues were $81.9 million in 2008
$75.4 million in 2007 and $66.2 million in 2006

Employee compensation and benefits in 2008 and 2007

increased year-over-year compared with the previous period

due to the hiring of additional employees to support the growth

of Lifestyle Media particularly related to our SN Digital growth

initiative in 2008 Employee compensation and benefit costs in

2008 also include $4.4 million of employee severance costs

Programs and program licenses increased due to the im

proved quality and variety of programming and higher costs

attributed to investing in high-definition programming

Capital expenditures for each year reported include the

costs related to the expansion of Lifestyle Medias headquar

ters in Knoxville Tennessee

Supplemental financial information for Lifestyle Media

is as follows

For the yeers ended December 31

28 Change 27 Oiange

Operating revenues

HGTV 596584 8.5 549641 12.2% 489945

Food Network 485914 11.4% 436.354 9.7% 397683

DIY 64005 30.9% 48879 12.3% 43535
FLN 52.464 21.8 43061 20.2% 35826
GAC 25175 2.8% 24496 25.4% 19539
SN Digital 81894 8.6 75410 13.9% 66186
Other eliminations 677 11 1% 7060 311

Total segment

operating revenues 1312313 10.8% 1184901 12.6% 1052403

Homes reac hed

in December

HGTV 97700 2.0% 95800 5.0% 91200
Food Neteork 97900 2.2 95800 5.2 91100
DIY 49400 5.3% 46900 11.1 42200
FLN 53900 8.0 49900 17.7 42400
SAC 55100 3.8% 53100 14.9 46200

Interactive Services Interactive Services includes our online

comparison shopping services Shopzilla BizRate and uSwitch

Shopzilla and BizRate are product comparison shopping

services that help consumers find products offered for sale on

the Web by online retailers Shopzilla and BizRate also operate

Web-based consumer feedback network that collects millions

of consumer reviews of stores and products each year

We acquired uSwitch on March 16 2006 uSwitch operates

an online comparison service that helps consumers compare

prices and arrange for the purchase of range of essential

home services including gas electricity home phone broad

band providers and personal finance products primarily in the

United Kingdom

Our Interactive Services businesses earn revenue primarily

from referral fees and commissions paid by participating online

retailers and service providers

Financial information for Interactive Services is as follows

in theusands For the years ended December31

Change 27 Oiarge 20J6

Segment

operating revenues 278407 8.6% 256364 5.4% 271066

segment costs

and expenses

Employee

compensation

and benefits 60590 13.9% 70353 31.0% 53695
Marketing and

advertising 128330 4.2% 123132 2.5% 126302

Other segment

costs and expenses 21801 5.7% 23128 1.1 23381

Total segment

costs and expenses 210721 2.7% 216613 6.5 203378

Segment profit 67686 70.3% 39751 41 .3% 67688

Supplemental Information

Depreciation

and amortization 45369 62500 49601

Write-down of

goodhell and other

intangible assets 243700 411006

Capital expenditures 20684 35564 21534

Business acquisitions

and other additions

to long-lived assets 372157

On pro forma basis operating revenues would have been

$281.3 million in 2006 assuming we had owned uSwitch for

the entire year

in thousands

Approximately 100 million homes in the United States receive cable or satellite television

Homes reached are according to the Nielsen Homevideo Index Nielsen with the

exception of FLN which in not yet rated by Nielsen and represent comparable amounts

estimated by us
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Improved results at Shopzilla and uSwitch contributed to

17 percent increase in Interactive Services operating revenues

for the first three quarters of 2008 compared with 2007 The

increase in Shopzillas operating revenues was attributed to

growth in revenues from Western European markets and

Shopzillas effectiveness in increasing and monetizing user

traffic uSwitchs operating revenues benefited from an increase

in volatility in the energy markets which correlated to an increase

in switching activity These revenue increases were partially

offset by an ii percent decrease in Interactive Services operat

ing revenues in the fourth quarter of 2008 compared with 2007

Shopzillas revenues were impacted by the downturn in the

economy and its related impact on the retail marketplace

Operating revenues in 2007 compared with 2006 were af

fected by changing market conditions within our Shopzilla and

uSwitch businesses Lower energy prices in the United King

dom resulted in lower switching activity and revenue at uSwitch

and competitive changes in comparison shopping made it more

costly to acquire and monetize traffic at Shopzilla

Segment profit in 2007 was impacted by $10 million of

costs that were incurred in the first quarter to build brand

awareness for uSwitch and $7 million of costs incurred related

to management transition at Shopzilla

In the fourth quarter of 2008 we recorded goodwill im

pairment charge of $244 million for our Shopzilla business

The write-down is function of both the changing competitive

environment for online comparison shopping services and our

subsequent decision to reposition Shopzilla within that mar

ketplace for maximum long-term growth The repositioning

which involves some meaningful changes in our existing busi

ness model coupled with Shopzillas exposure to the slowing

retail market have negatively impacted our near term operat

ing outlook for the business We expect operating results to

remain under pressure as we execute the competitive reposi

tioning of Shopzilla

Our 2007 results include write-down of goodwill and

other intangible assets at our uSwitch business that totaled

$41 million Despite efforts to grow revenue from service

categories other than energy uSwitchs 2007 revenues continued

to be highly concentrated in energy related switches The

general decline in energy switching activity at uSwitch in 2007

and the correlating negative impact this decline was expected

to have on uSwitchs future results impacted the fair value

calculation for our uSwitch business

Capital expenditures primarily relate to capitalized software

development costs

Liquidity and Capital Resources

Our primary source of liquidity is our cash flow from operating

activities Marketing services including advertising and refer

ral fees provide approximately 80 percent of total operating

revenues so cash flow from operating activities is adversely

affected during recessionary periods Information about our

use of cash flow from operating activities is presented in the

following table

in thousands For the
years

ended December 31

2008 2007 2006

Net cash provided by

continuing operating

activities 550108 383221 293143

Net cash provided

by discontinued

operations
44225 95218

Dividends paid

including to

minority interests 107211 62968 38157

Employee stock

option proceeds 5873

Other financing

activities 685

Change in

parent company

investment net 93958 3557 136517

Cash flow available

for acquisitions

investments

debt repayment 542043 360921 486721

Sources and uses of

available cash flow

Business acquisitions

and net investment

activity 15702 29880 372157

Capital expenditures 77436 73093 40417

Other investing activity 1312 242 98
Premium payment on

repurchases of debt 22517

Decrease in long-term

debt net 426303 261282 59611

Our cash flow has been used primarily to fund acquisitions

and investments develop new businesses and repay debt

Net cash provided by operating activities has increased year-

over-year due to the improved operating performance of our

business segments We expect cash flow from operating ac

tivities in 2009 will provide sufficient liquidity to continue the

development of our emerging brands and to fund the capital

expenditures necessary to support our business

In July 2007 we reached agreements to acquire the Web

sites Recipezaar.com and Pickle.com for total cash considera

tion of approximately $30 million

On April 24 2007 we completed the sale of two Shop At

Home-affiliated television stations located in Lawrence MA
and Bridgeport CT which provided cash consideration of

approximately $61 million
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In 2006 we completed the sale of three Shop At Home-

affiliated television stations located in San Francisco CA Can
ton OH and Wilson NC for cash consideration of $109 million

In 2006 we sold certain assets of our Shop At Home busi

ness for cash consideration of approximately $17 million

Cash expenditures associated with the termination of long-

term agreements and employee termination benefits at Shop

At Home totaled approximately $15 million in 2006

In March 2006 we acquired 100% of the common stock of

uSwitch for approximately $372 million net of cash and short-

term investments acquired

On June 30 2008 we entered into Competitive Advance

and Revolving Credit Facility that permits $550 million in

aggregate borrowings and expires in June 2013 We borrowed

$325 million under the credit facility on June 30 2008 Utilizing

existing cash on hand and the proceeds from these borrow

ings we paid dividend of $430 million to Scripps prior

to the consummation of the spin-off During 2008 payments

on long-term debt reduced the aggregate borrowings under

the credit facility to $80 million

Pursuant to theterms of the Food Network general partner

ship agreement the partnership is required to distribute avail

able cash to the general partners Cash distributions to Food

Networks non-controlling interests were $82.7 million in 2008
$63.0 million in 2007 and $38.2 million in 2006

During 2008 our pension assets decreased in fair value

While we currently expect to provide required funding of

approximately $0.8 million during 2009 market results can

change this amount over time We also may make additional

discretionary contributions depending on the cash needs of

current business activities

Management does not believe that the costs associated

with the Transition Services Agreement and Employee Matters

Agreement with Scripps will have material impact on

the future results of operations financial condition or liquidity

We incurred expenses of $5.5 million and recorded income of

$1.7 million under the Transition Services Agreement in the

first six months after the Separation see Note 17Related

Party Transactions The general terms of the Tax Allocation

Agreement between us and The Scripps Company pro
vides that each company is responsible for income taxes for

periods before the spin-off as it relates to their respective

businesses In connection with year-end analysis of our tax

accounts determination was made that we owe payment to

Scripps for tax related matters totaling $13.5 million We
paid this amount to Scripps in the first quarter of 2009

Off-Balance Sheet Arrangements and Contractual

Obligations

Off-Balance Sheet Arrangements

Off-balance sheet arrangements include the following four

categories obligations under certain guarantees or contracts

retained or contingent interests in assets transferred to an

unconsolidated entity or similar arrangements obligations

under certain derivative instruments and obligations under ma
terial variable interests

We may use derivative financial instruments to manage
exposure to interest rate and foreign exchange rate fluctuations

We held no interest rate or foreign currency derivative financial

instruments at December 31 2008

We have not entered into any material arrangements which

would fall under any of these four categories and which would

be reasonably likely to have current or future material effect on

our results of operations liquidity or financial condition

Our contractual obligations under certain contracts are in

cluded in the following table
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Contractual Obligations

summary of our contractual cash commitments as of December 31 2008 is as follows

In the ordinary course of business we enter into long-term

contracts to obtain distribution of our networks to license or

produce programming to secure on-air talent to lease office

space and equipment to obtain satellite transmission rights

and to purchase other goods and services

Long-Term Debt Principal payments include the repayment

of our outstanding variable-rate credit facility assuming repay

ment will occur upon the expiration of the facility in June 2013

Interest payments on our variable-rate credit facility assume

that the outstanding balance on the facility and the related

variable interest rates remain unchanged until the expiration

of the facilities in June 2013

Network Launch Incentives We may offer incentives to

cable and satellite television systems in exchange for long-

term contracts to distribute our networks Such incentives may

be in the form of cash payments or an initial period in which

the payment of affiliate fees is waived We become obligated

for such incentives at the time cable or satellite television

system launches our programming

Amounts included in the above table for network launch

incentive offers accepted by cable and satellite television

systems include both amounts due to systems that have

launched our networks and estimated incentives due to systems

that have agreed to launch our networks in future periods

We have offered launch incentives to cable and satellite

television systems that have not yet agreed to carry our

networks Such offers generally expire if the system does not

launch our programming by specified date We expect to

make additional launch incentive offers to cable and satellite

television systems to expand the distribution of our networks

Years Years Over

23 45 5Years

Programming Program licenses generally require payments

over the terms of the licenses Licensed programming includes

both programs that have been delivered and are available for

telecast and programs that have not yet been produced If the

programs are not produced our commitments would general

ly expire without obligation

We also enter into contracts with certain independent produc

ers for the production of programming that airs on our national

television networks Production contracts generally require us to

purchase specified number of episodes of the program

We expect to enter into additional program licenses and

production contracts to meet our future programming needs

Talent Contracts We secure on-air talent for our national

television networks through multi-year talent agreements Cer

tain agreements may be terminated under certain circums

tances or at certain dates prior to expiration We expect our

employment and talent contracts will be renewed or replaced

with similar agreements upon their expiration Amounts due

under the contracts assuming the contracts are not termi

nated prior to their expiration are included in the contractual

commitments table

Operating Leases We obtain certain office space under

multi-year lease agreements Leases for office space are

generally not cancelable prior to their expiration

Leases for operating and office equipment are generally

cancelable by either party on 30 to 90 day notice However

we expect such contracts will remain in force throughout the

terms of the leases The amounts included in the table above

represent the amounts due under the agreements assuming

the agreements are not canceled prior to their expiration

We expect our operating leases will be renewed or

replaced with similar agreements upon their expiration

Less than

Year
Total

in thousands

Long-term debt

Principal amounts 80000 80000

Interest on long-term debt 556 1112 834 2502

Network launch incentives

Network launch incentive offers accepted 9262 992 10254

Incentives offered to cable television systems 2079 2130 4209

Programming
Available for broadcast 15240

15240

Not yet available for broadcast 57535 26874 228 84637

Employee compensation and benefits

Deferred compensation and benefits 1248 2496 2496 4822 11062

Employment and talent contracts 22444 13219 535 36.198

Operating leases

Noncancelable 15760 26703 26407 45529 114399

Cancelable 4720 4631 2741 4103 16195

Pension obligations

Minimum pension tunding 1055 890 1595 7727 11267

Ofher commitments

Distribution agreements 8734 9500 3500 1313

Satellite transmission 10286 18991 18207 46031

Noncancelable purchase and service commitments 5721 2088 1492

Other purchase and service commitments 69777 19788 4760 52

Total contractual cash ohliaations 224417 129.414 142795 109577
--.--.-

$___

23047

93515

9301

94377

606 203
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Pension Funding We sponsor qualified defined benefit

pension plan that covers substantially all employees We also

have non-qualified Supplemental Executive Retirement Plan

SERP
Contractual commitments summarized in the contractual

obligations table include payments to meet minimum funding

requirements of our defined benefit pension plans in 2009 and

estimated benefit payments for our unfunded non-qualified

SERP plan Estimated payments for the SERP plan have been

estimated over ten-year period Accordingly the amounts

in the over years column include estimated payments for the

periods of 201 4-2018 While benefit payments under these

plans are expected to continue beyond 2018 we believe it

is not practicable to estimate payments beyond this period

Income Tax Obligations The contractual obligations table

does not include any reserves for income taxes recognized

under FIN 48 due to the fact that we are unable to reasonably

predict the ultimate amount or timing of settlement of our

reserves for income taxes As of December 31 2008 our

reserves for income taxes totaled $46.0 million which is

reflected in other liabilities in our consolidated and combined

balance sheets See Note 6-Income Taxes to the consolidat

ed and combined financial statements for additional informa

tion on income taxes

Purchase Commitments We obtain satellite transmission

audience ratings market research and certain other services

under multi-year agreements These agreements are generally

not cancelable prior to expiration of the service agreement
We expect such agreements will be renewed or replaced with

similar agreements upon their expiration

We may also enter into contracts with certain vendors and

suppliers These contracts typically do not require the purchase

of fixed or minimum quantities and generally may be terminated

at any time without penalty Included in the table of contractual

commitments are purchase orders placed as of December 31
2008 Purchase orders placed with vendors including those

with whom we maintain contractual relationships are generally

cancelable prior to shipment While these vendor agreements
do not require us to purchase minimum quantity of goods or

services and we may generally cancel orders prior to shipment
we expect expenditures for goods and services in future pe
riods will approximate those in prior years

Redemption of Non-controlling interests in Subsidiary

Companies The minority owner of FLN has the right to

require us to repurchase its interest The minority owner will

receive fair market value for its interest at the time its

option is exercised

The Food Network general partnership agreement is due to

expire on December31 2012 unless amehded or extended

prior to that date In the event of such expiration the assets

of the partnership are to be liquidated and distributed to the

partners in proportion to their partnership interests

The table of contractual commitments does not include

amounts for the repurchase of minority interests in FLN or

Food Network

Quantitative and Qualitative Disclosures

about Market Risk

Earnings and cash flow can be affected by among other things

economic conditions interest rate changes and foreign currency

fluctuations

Our objectives in managing interest rate risk are to limit the

impact of interest rate changes on our earnings and cash

flows and to reduce overall borrowing costs

We are subject to interest rate risk associated with our

credit facility as borrowings are available on committed

revolving credit basis at our choice of three short-term rates

or through an auction procedure at the time of our financing

needs Assuming our borrowings were to remain at $80.0 mil

lion for twelve months with weighted-average interest rate of

3.2 percent quarter point change in interest rates would

result in $0.2 million change in annual interest expense
Our primary exposure to foreign currencies is the exchange

rates between the U.S dollar and the British pound and the

Euro Reported earnings and assets may be reduced in

periods in which the U.S dollar increases in value relative

to those currencies Included in shareholders equity is

$42.2 million of foreign currency translation adjustment gains

resulting primarily from the devaluation of the U.S dollar rela

tive to the British pound from our March 2006 acquisition of

uSwitch through December 2007
Our objective in managing exposure to foreign currency

fluctuations is to reduce volatility of earnings and cash flow

Accordingly we may enter into foreign currency derivative

instruments that change in value as foreign exchange rates

change such as foreign currency forward contracts or foreign

currency options We held no foreign currency derivative

financial instruments at December 31 2008
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Controls and Procedures

The effectiveness of the design and operation of our disclosure controls and procedures as defined in Rule 13a-15e under the

Securities Exchange Act of 1934 was evaluated as of the date of the financial statements This evaluation was carried out under the

supervision of and with the participation of management including the Chief Executive Officer and the Chief Financial Officer Based

upon that evaluation the Chief Executive Officer and the Chief Financial Officer concluded that the design and operation of these

disclosure controls and procedures are effective

This Annual Report does not include report of managements assessment regarding internal control over financial report

ing or an attestation report of our registered independent public accounting firm due to transition period established by the

rules of the Securities and Exchange Commission for newly established public companies Beginning with our annual report

for our fiscal year ending December 31 2009 Section 404 of the Sarbanes-Oxley Act of 2002 will require us to include

report by our management on our internal controls over financial reporting This report must contain an assessment by

management of the effectiveness of our internal controls over financial reporting as of the end of our fiscal year and

statement as to whether or not our internal controls are effective Our annual report for fiscal year ending 2009 must also

contain statement that our independent auditors have issued an attestation report on the effectiveness of our internal controls

In connection with our spin-off from Scripps on July 2008 responsibility for all corporate accounting finance and

internal audit functions of our Company was transferred from personnel at Scripps to our corporate personnel The Company

has created our own functions or engaged third parties to provide these functions to replace those previously performed by

Scripps These changes although significant are not
likely

to materially affect our internal control over financial reporting
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders

Scripps Networks Interactive Inc

We have audited the accompanying consolidated and combined balance sheets of Scripps Networks Interactive Inc and sub
sidiaries the Company as of December 31 2008 and 2007 and the related consolidated and combined statements of opera
tions comprehensive income and shareholders equity and cash flows for each of the three years in the period ended December
31 2008 Our audits also included the financial statement schedule at Page S-2 These consolidated and combined financial

statements and financial statement schedule are the responsibility of the Companys management Our responsibility is to ex
press an opinion on the financial statements and financial statement schedule based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial state
ments are free of material misstatement The Company is not required to have nor were we engaged to perform an audit of its

internal control over financial reporting Our audits included consideration of internal control over financial reporting as basis for

designing audit procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion on the
effectiveness of the Companys internal control over financial reporting Accordingly we express no such opinion An audit also
includes examining on test basis evidence supporting the amounts and disclosures in the financial statements assessing the
accounting principles used and significant estimates made by management as well as evaluating the overall financial statement
presentation We believe that our audits provide reasonable basis for our opinion

In our opinion such consolidated and combined financial statements present fairly in all material respects the financial position
of the Company as of December 31 2008 and 2007 and the results of its operations and its cash flows for each of the three
years in the period ended December 31 2008 in conformity with accounting principles generally accepted in the United States
of America Also in our opinion such financial statement schedule when considered in relation to the basic consolidated and
combined financial statements taken as whole presents fairly in all material respects the information set forth therein

As discussed in Note to the consolidated and combined financial statements prior to its separation from The Scripps
Company Scripps the Company reflects the combined financial position results of operations and cash flows of the

Scripps Networks and Interactive Media businesses of Scripps The combined financial statements also include allocations

of certain general corporate overhead expenses from Scripps These costs may not necessarily be reflective of the actual
level of costs which would have been incurred had the Company operated as separate stand-alone public company apart
from Scripps

As discussed in Note to the consolidated and combined financial statements the Company adopted the provisions of FASB
Interpretation No 48 FIN 48 Accounting for Uncertainty in Income Taxes an Interpretation of FASB Statement No 109 effec
tive January 2007 and the provisions of SFAS No 158 Employers Accounting for Defined Benefit Pension and Other Postre
tirement Plans effective December 31 2006

Is DELOITTE TOUCHE LLP

Cincinnati Ohio

March 2009
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Consolidated and Combined Balance Sheets

in thousands except share data
As of December 31

2008 2007

Assets

Current assets

Cash and cash equivalents
9970 12532

Short-term investments 2703

Accounts and notes receivable less allowances 2008 $5480 $3945 372736 364824

Programs and program licenses 238319 212868

Other current assets 14296 12533

Total current assets
638024 602757

Investments 40279 38444

Property plant and equipment net 201512 173255

Goodwill and other intangible assets

Goodwill 424213 665154

Other intangible assets net 110810 129385

Total goodwill and other intangible assets net 535023 794539

Other assets

Programs and program licenses less current portion
235967 261607

Unamortized network distribution incentives 107796 135367

Other non-current assets 14607 11858

Total other assets 358370 408832

Total Assets
1773208 2017827

Liabilities and Shareholders Equity

Current liabilities

Accounts payable
14960 8010

Program rights payable
15240 16555

Customer deposits and unearned revenue 11045 15018

Accrued liabilities

Employee compensation and benefits 35451 28780

Accrued marketing and advertising costs 18671 17587

Other accrued liabilities
70927 58630

Total current liabilities
166294 144580

Deferred income taxes 134261 115474

Long-term debt 80000 503361

Other liabilities less current portion
104239 102626

Total liabilities
484794 866041

Commitments and contingencies Note 20

Minority interests
146733 138498

Shareholders equity

Preferred stock $01 par authorized 25000000 shares none outstanding

Common stock $01 par

Class authorized 240000000 shares issued and outstanding 127184107 shares for 2008 1272

Voting authorized 60000000 shares issued and outstanding 36568226 shares for 2008 366

Total
1638

Additional paid-in capital
1229330

Retained earnings deficit 120774

Parent companys net investment
971889

Accumulated other comprehensive income 31487 41399

Total shareholders equity
1141681 1013288

Total Liabilities and Shareholders Equity 1773208 2017827

See notes to consolidated and combined tinancial statements
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Consolidated and Combined Statements of Operations
In thousands except per share data For the years ended December 31

2008 2007 2006

Operating Revenues

Advertising 1007631 928758 835848
Referral fees

275035 254343 269377
Network affiliate fees net

277370 235248 194662
Other

30601 22916 23582
Total operating revenues

1590637 1441265 1323469
Costs and Expenses

Employee compensation and benefits
268086 243222 206142

Programs and program licenses
279767 239343 196052

Marketing and advertising 192459 186999 211109
Other costs and expenses 199758 179545 171473

Total costs and expenses 940070 849109 784776

Depreciation Amortization and Losses

Depreciation
51327 41248 29020

Amortization of
intangible assets

22610 45446 41685
Write-down of goodwill and other intangible assets 243700 411006
Losses on disposal of property plant and equipment 788 687 564

Total depreciation amortization and losses
318425 498387 71269

Operating income
332142 93769 467424

Interest expense 14207 36770 54045
Equity in earnings of affiliates

15498 7603 13378
Gains losses on repurchases of debt

26380 1245 435
Miscellaneous net

2266 2706 261

Income from continuing operations before income taxes and
minority interests 309319 78553 427453

Provision for income taxes
193371 126387 120877

Income loss from continuing operations before minority interests 15948 47834 306576
Minority interests

92391 82534 72796
Income loss from continuing operations 23557 130368 233780
Income loss from discontinued operations net of tax

3961 41856
Net income loss 23557 126407 191924

Net income loss per basic share of common stock

Income loss from continuing operations 14 $80 $1 43
Income loss from discontinued operations .00 02 26

Net income loss per basic share of common stock 14 77 $1.17

Net income loss per diluted share of common stock

Income loss from continuing operations $14 80 $1 43
Income loss from discontinued operations .00 .02 .26

Net income loss per diluted share of common stock $14 77 $1 17

Weighted average shares outstanding

Basic
163245 163466 163466

Diluted
164131 163466 163466

Net income per share amounts may not foot since each is calculated independently

See notes to consolidated and combined financial statements
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Consolidated and Combined Statements of Cash Flows

in thousands
For the years ended December31

2008 2007 2006

Cash Flows from Operating Activities

Netincomeloss 23557 126407 191924

Loss income from discontinued operations 3961 41856

Depreciation and other intangible assets amortization 73937 86694 70705

Write-down of goodwill and other intangible assets 243700 41 1006

Amortization of network distribution costs 33391 27016 30589

Losses gains on repurchases of debt 26380 1245 435

Programs and program licenses costs 279767 230420 191954

Equity in earnings of affiliates 15498 17603 13378

Minority interests in income of subsidiary companies 92391 82534 72796

Program payments 280893 291713 287494

Capitalized network distribution incentives 6853 10085 23206

Dividends received from equity investments 9774 5365 10440

Prepaid and accrued pension expense 10577 5426 5201

Deferred income taxes 28324 12733 259

Stock and deferred compensation plans 16443 13437 13345

Changes in certain working capital
accounts

Accounts receivable 10625 32934 50383

Otherassets 1984 2602 6262

Accounts payable
162 156 468

Accrued employee compensation and benefits 7285 3725 3565

Accrued income taxes 12617 7989 13663

Other liabilities 331 15529 16233

Other net 7987 9885 11821

Net cash provided by continuing operating activities 550108 383221 293143

Net cash used in discontinued operating activities 16181 25409

Net operating activities 550108 367040 267734

Cash Flows from Investing Activities

Additions to property plant and equipment 77436 73093 40417

Increase in short-term investments 4167
Purchase of subsidiary companies minority interest and long-term investments 11535 29880 372157

Other net 1312 242 98

Net cash used in continuing investing activities 91826 103215 412672

Net cash provided by discontinued investing activities 60406 120627

Net investing activities 91826 42809 292045

Cash Flows from Financing Activities

Proceeds from long-term debt 80000

Payments on long-term debt including dividend to Scripps in 2008 506303 261282 59611

Premium payment on repurchases of debt 22517

Dividends paid 24554

Dividends paid to minority interests 82657 62968 38157

Change in parent company investment net 93958 3557 136517

Proceeds from employee stock options 5873

Other net 685

Net financing activities 456885 327807 38749

Effect of exchange rate changes on cash and cash equivalents 3959 2853 1437

Increase decrease in cash and cash equivalents 2562 6429 13001

Cash and cash equivalents

Beginning of year
12532 18961 5960

End of year
9970 12532 18961

Supplementai Cash Flow Disciosures

Interest paid excluding amounts capitalized 13043 38472 47028

Incometaxespaid 153936 116013 100069

See notes to consolidated and combined financial statements
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Consolidated and Combined Statements of Comprehensive Income and Shareholders Equity
In thousands except share data

Parent Accumulated

Additional Retained Companys Other Total

Common Paid-in Earnings Net Comprehensive Shareholders

Stock Capital Deficit Investment Income Equity

As of December31 2005
797036 284 797320

Comprehensive income

Net income
191924 191924

Currency translation net of

tax of $196
45301 45301

Pension liability adjustment net of

taxof $720 1082 1082
Total comprehensive income

236143
Adjustment to initially apply FAS 158

net of tax of $348 580 580
Net transfer from parent 152695 152695

As of December 31 2006
1141655 43923 1185578

Comprehensive income loss
Net income loss 126407 126407
Currency translation net of

tax of $1185
8248 8248

Pension liability adjustment net of

tax of $6301 10772 10772
Total comprehensive income loss

128931
Fin 48 transition adjustment 29724 29724
Net transfer from parent 13635 13635

As of December31 2007
971889 41399 1013288

Comprehensive income

Net income generated prior to separation 119777 119777
Net income loss generated after separation 96220 96220
Change in foreign currency translation adjustment

net of tax of $2241
14311 14311

Pension
liability adjustment net of tax of $2043 4399 4399

Total comprehensive income
13645

Net transfer from parent 552966 552966
Dividend to parent 430306 430306
Distribution of SNI common stock to effect the spin-off 1635 1212691 1214326
Dividends declared and paid $15 per share 24554 24554
Compensation plans net 278274 shares issued 17109

shares repurchased 16297 shares forfeited 16627 16630
Tax benefits of compensation plans 12 12

Asof December31 2008 1638 1229330 120774 31487 1141681
See notes to consolidated and combined financial statements
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NOTES TO CONSOLIDATED AND COMBINED
FINANCIAL STATEMENTS

Formation of the Company and Basis of

Presentation

As used in the Notes to the Consolidated and Combined

Financial Statements the terms we our us or the

Company may depending on the context refer to Scripps

Networks Interactive Inc to one or more of its consolidated

subsidiary companies or to all of them taken as whole

The Separation On October 16 2007 The Scripps

Company Scripps announced that its Board of Directors

had authorized Scripps management to pursue plan to

separate Scripps into two independent publicly-traded

companies the Separation through the spin-off of Scripps

Networks Interactive Inc SNI to the Scripps share

holders To effect the Separation Scripps Networks Interactive

Inc an Ohio corporation was incorporated on October 23 2007

as wholly-owned subsidiary of Scripps On June 30 2008

the assets and liabilities of the Scripps Networks and Interactive

Media businesses of Scripps were transferred to Scripps

Networks Interactive Inc On July 2008 the spin-off was

completed upon Scripps distributing all of its shares

of Scripps Networks Interactive to its common shareholders

Description of Business The Company operates in the

media industry and has interests in national television net

works and internet based media outlets The Companys

reportable segments include Lifestyle Media and Interactive

Services The Lifestyle Media segment is anchored by two of

Americas most-watched national television networks HGTV

and the Food Network as well as their affiliated Web sites and

also has popular lifestyle television and Internet brands OIY

Network DIY Fine Living FLN and Great American

Country GAC The Interactive Services segment operates

the online comparison shopping services Shopzilla and

uSwitch See Note 19 Segment Information for additional

information about the Companys reportable segments

Basis of Presentation The financial statements for periods

prior to June 30 2008 reflect the combined financial position

results of operations and cash flows of the Scripps Networks

and Interactive Media businesses of Scripps The finan

cial statements for periods as of and subsequent to June 30

2008 reflect the consolidated financial position results of op

erations and cash flows for the Company Various agreements

between Scripps Networks Interactive and Scripps

became effective as of July 2008 as further described in

Note 17 Related Party Transactions

For periods prior to the July 2008 Separation date the

combined statements of operations reflect certain general

corporate overhead expenses and interest expenses

allocated by Scripps to the Company Management

believes that such allocations are reasonable however

they are not necessarily indicative of the actual results of

the Company had the Company been operating as sepa

rate stand-alone public company for the periods presented

Use of Estimates The preparation of financial statements in

accordance with accounting principles generally accepted in

the United States of America requires us to make variety of

decisions that affect the reported amounts and the related

disclosures Such decisions include the selection of account

ing principles that reflect the economic substance of the un

derlying transactions and the assumptions on which to base

accounting estimates In reaching such decisions we apply

judgment based on our understanding and analysis of the

relevant circumstances including our historical experience

actuarial studies and other assumptions

Our financial statements include estimates and assump

tions used in accounting for pension plans determining the

periods over which long-lived assets are depreciated or amor

tized as well as the fair value of such long-lived assets eva

luating the collectibilty of accounts receivable recognizing

certain revenues and accounting for income taxes

While we re-evaluate our estimates and assumptions on an

ongoing basis actual results could differ from those estimated

at the time of preparation of the financial statements

Principles of Consolidation The consolidated financial

statements include the accounts of Scripps Networks Interac

tive Inc and its majority-owned subsidiary companies after

elimination of intercompany accounts and transactions Con

solidated subsidiary companies include general partnerships

and limited liability companies in which more than 50% resi

dual interest is owned Investments in 20%-to-50%-owned

companies and partnerships or companies and partnerships

in which we exercise significant influence over the operating

and financial policies are accounted for using the equity

method We do not hold any interests in variable interest

entities The results of companies acquired or disposed of

are included in the consolidated and combined financial

statements from the effective date of acquisition or up to

the date of disposal

Concentration Risks Approximately 80% of our operating

revenues are derived from marketing services including

advertising and referral fees Operating results can be

affected by changes in the demand for such services both

nationally and in individual markets

The six largest cable television systems and the two largest

satellite television systems provide service to more than 98% of

homes receiving HGTV and Food Network The loss of distribu

tion by any of these cable and satellite television systems could

adversely affect our business While no assurance can be given

regarding renewal of our distribution contracts we have not lost

carriage upon the expiration of our distribution contracts with

any of these cable and satellite television systems in the past

We are currently operating under an agreement with gen

eral search engine that generates approximately 40% of our

referral fee revenues Our revenues could be affected if this

agreement is not renewed upon expiration or if the agreement

is not renewed on similar terms

Foreign Currency Translation Substantially all of our inter

national subsidiaries use the local currency of their respective

country as their functional currency Assets and liabilities of

such international subsidiaries are translated using end-of-
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period exchange rates while results of operations are trans

lated based on the average exchange rates throughout the

year Equity is translated at historical exchange rates with the

resulting cumulative translation adjustment included as

component of accumulated other comprehensive income in

shareholders equity net of applicable taxes

Monetary assets and liabilities denominated in currencies

other than the functional currency are remeasured into the

functional currency using end-of-period exchange rates

Gains or losses resulting from such remeasurement are rec

orded in income Foreign exchange gains and losses are

included in Miscellaneous net in the consolidated and

combined statements of operations

Summary of Significant Accounting Policies

Cash Equivalents and Short-term Investments Cash and

cash equivalents consist of cash on hand and marketable

securities with an original maturity of less than three months

Short-term investments represent excess cash invested in

securities not meeting the criteria to be classified as cash

equivalents Cash-equivalents and short-term investments

are carried at cost plus accrued income which approx

imates fair value

Trade Receivables We extend credit to customers based

upon our assessment of the customers financial condition

Collateral is generally not required from customers Allowances

for credit losses are generally based upon trends economic

conditions review of aging categories specific identification

of customers at risk of default and historical experience

Investments The Company maintains investments in certain

private companies The value of these investments can be

impacted by various market risks including interest rate risk

credit risk and overall market volatility

Property Plant and Equipment Property plant and equip

ment which includes internal use software is carried at historical

cost less depreciation Costs incurred in the preliminary project

stage to develop or acquire internal use software or Internet sites

are expensed as incurred Upon completion of the preliminary

project stage and upon management authorization of the

project costs to acquire or develop internal use software

which primarily include coding designing system interfaces

and installation and testing are capitalized if it is probable the

project will be completed and the software will be used for its

intended function Costs incurred after implementation such

as maintenance and training are expensed as incurred

Depreciation is computed using the straight-line method over

estimated useful lives as follows

Buildings and improvements 35 years

Leasehold Improvements Term of lease or useful life

Program production equipment to 15 years

Computer hardware and software to years

Office and other equipment to 10 years

Programs and Program Licenses Programming is either

produced by us or for us by independent production companies

or is licensed under agreements with independent producers

Costs of programs produced by us or for us include capita

lizable direct costs production overhead development costs

and acquired production costs Costs to produce live

programming that is not expected to be rebroadcast are

expensed as incurred Production costs for programs

produced by us or for us are capitalized Production costs for

television series are charged to expense over estimated useful

lives based upon expected future cash flows Estimated future

cash flows can change based upon market acceptance

advertising and network affiliate fee rates the number of cable

and satellite television subscribers receiving our networks and

program usage Accordingly we periodically review revenue

estimates and planned usage and revise our assumptions if

necessary If actual demand or market conditions are less

favorable than projected write-down to fair value may be

required Development costs for programs that we have

determined will not be produced are written off

Program licenses generally have fixed terms limit the num
ber of times we can air the programs and require payments

over the terms of the licenses Licensed program assets and

liabilities are recorded when the programs become available

for broadcast Program licenses are not discounted for

imputed interest Program licenses are amortized based upon

expected cash flows over the term of the license agreement

Programs and program licenses are reviewed for impair

ment using day-part methodology day-part is defined as

an aggregation of programs broadcast during particular time

of day or programs of similar type Our day-parts are early

morning daytime late night and primetime The net realizable

value of programs and program licenses is calculated by esti

mating the planned future airings of program and the related

day-part in which it is aired to determine an estimate of the

remaining revenues to be earned by the program Estimates

are based upon programs current ratings as well as assump
tions about future market acceptance If actual demand or

market conditions are less favorable than our projections

programming cost write-downs may be required

The portion of the unamortized balance expected to be

amortized within one year is classified as current asset

Program rights liabilities payable within the next twelve

months are included in accounts payable Noncurrent pro

gram rights liabilities are included in other noncurrent liabili

ties The carrying value of our program rights liabilities

approximate fair value

Goodwill Goodwill represents the cost of acquisitions in

excess of the fair value of the acquired businesses tangible

assets and separately identifiable intangible assets acquired

In accordance with the Financial Accounting Standards Board

FASB Statement of Financial Accounting Standard FAS
No 142 Goodwill and Other Intangible Assets FA5 142
goodwill is not amortized but is reviewed for impairment

annually at the reporting unit level We perform our annual

impairment review during the fourth quarter reporting unit

is defined as operating segments or groupings of businesses

one level below the operating segment level Reporting units
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with similar economic characteristics are aggregated into

single unit when testing goodwill for impairment The Compa

nys reporting units are Lifestyle Media Shopzilla and uSwitch

Amortizable Intangible Assets The Companys amortizable

intangible assets consist mainly of the value assigned to

acquired network distribution relationships customer lists and

trade names

Network distribution intangible assets represent the value

assigned to an acquired programming services relationships

with cable and satellite television systems that distribute its

programs These relationships and distribution provide the

opportunity to deliver advertising to viewers We amortize

these contractual relationships on straight line basis over

the terms of the distribution contracts and expected renewal

periods which approximates 15 years

Customer lists trade names and other intangible assets are

amortized in relation to their expected future cash flows over

estimated useful lives of up to 20 years

Impairment of Long-Lived Assets In accordance with FAS

No 144 Accounting for the Impairment or Disposal of Long-

Lived Assets FAS 144 long-lived assets primarily proper

ty plant and equipment amortizable intangible assets and

network distribution incentives are reviewed for impairment

whenever events or circumstances indicate the carrying

amounts of the assets may not be recoverable Recoverability

is determined by comparing the forecasted undiscounted

cash flows of the operation to which the assets relate to the

carrying amount of the assets If the undiscounted cash flow is

less than the carrying amount of the assets then amortizable

intangible assets are written down first followed by other long-

lived assets of the operation to fair value Fair value is deter

mined based on combination of discounted cash flows

market multiples and other indicators Long-lived assets to be

disposed of are reported at the lower of carrying amount or

fair value less costs to sell

Income Taxes Income taxes are computed in accordance

with the provisions of FAS No 109 Accounting for Income

Taxes FAS 109 Consolidated subsidiary companies

include general partnerships and limited liability companies

which are treated as partnerships for tax purposes Income

taxes on partnership income and losses accrue to the individ

ual partners Accordingly our financial statements do not

include provision benefit for income taxes on the non-

controlling partners share of the income loss of those

consolidated subsidiary companies

No provision for U.S or foreign income taxes that could result

from remittance of undistributed earnings of our foreign subsidi

aries has been made as management intends to reinvest these

earnings outside the United States indefinitely

Deferred income taxes are provided for temporary differences

between the tax basis and reported amounts of assets and liabil

ities that will result in taxable or deductible amounts in future

years Our temporary differences primarily result from accele

rated depreciation and amortization for tax purposes investment

gains and losses not yet recognized for tax purposes and

accrued expenses not deductible for tax purposes until paid

valuation allowance is provided if it is more likely
than not that

some or all of the deferred tax assets will not be realized

In accordance with FASB Interpretation FIN No 48

Accounting for Uncertainty in Income Taxes an interpretation

of FASB Statement No 109 FIN 48 we report liability for

unrecognized tax benefits resulting from uncertain tax positions

taken or expected to be taken in tax return Interest and penal

ties associated with such tax positions are included in the tax

provision The liability for additional taxes and interest is included

in Other Long-term Obligations

Revenue Recognition Revenue is recognized when persu

asive evidence of sales arrangement exists delivery occurs

or services are rendered the sales price is fixed or determin

able and collectibilty is reasonably assured When sales

arrangement contains multiple elements such as the sale of

advertising and other services revenue is allocated to each

element based upon its relative fair value Revenue is reported

net of our remittance of sales taxes value added taxes and

other taxes collected from our customers

Our primary sources of revenue are from

The sale of television and Internet advertising

Referral fees and commissions from retailers and service

providers

Fees for programming services network affiliate fees

Revenue recognition policies for each source of revenue are

described below

Advertising Advertising revenue is recognized net of agency

commissions when the advertisements are displayed Internet

advertising includes fixed duration campaigns whereby

banner text or other advertisement appears for specified

period of time for fee impression-based campaigns where

the fee is based upon the number of times the advertisement

appears in Web pages viewed by user and click-through

based campaigns where the fee is based upon the number of

users who click on an advertisement and are directed to the

advertisers Web site Advertising revenue from fixed duration

campaigns are recognized over the period in which the adver

tising appears Internet advertising revenue that is based

upon the number of impressions delivered or the number of

click-throughs is recognized as impressions are delivered or

click-throughs occur

Advertising contracts which generally have term of one

year or less may provide rebates discounts and bonus ad

vertisements based upon the volume of advertising purchased

during the terms of the contracts This requires us to make

certain estimates regarding future advertising volumes We

base our estimates on various factors including our historical

experience and advertising sales trends Estimated rebates

discounts and bonus advertisements are recorded as re

duction of revenue in the period the advertisement is dis

played We revise our estimates as necessary based on

actual volume realized

Advertising contracts may guarantee the advertiser mini

mum audience for the programs in which their advertisements

are broadcast over the term of the advertising contracts We

provide the advertiser with additional advertising time if we do
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not deliver the guaranteed audience size The amount of addi

tional advertising time is generally based upon the percentage

shortfall in audience size If we determine we have not deli

vered the guaranteed audience an accrual for make-good
advertisements is recorded as reduction of revenue The

estimated make-good accrual is adjusted throughout the

terms of the advertising contracts

Referral fees Referral fee revenue is recorded based upon the

terms of the agreements with participating retailers or service

providers Referral fees that are based upon click-throughs to

the retailers Web sites or the number of completed contracts

delivered to service providers are recognized when the click-

through occurs or when the completed contract is delivered

Arrangements that provide for referral fees when the customer

completes transaction or begins to receive services are rec

ognized upon completion of the transaction or upon com
mencement of services by the service provider

Certain service provider arrangements may provide for

refunds in the event the customer cancels the contract with

the service provider within specified period This requires us

to estimate cancellations We base our estimates on various

factors including our historical experience and recent trends

Estimated cancellations are recorded as reduction of referral

fee revenue in the period the referral is made We revise our

estimates as necessary based upon actual cancellations

Certain arrangements with service providers may provide for

additional revenues if the number of referrals or completed con
tracts meet or exceed target amounts Such additional referral

fees are recognized when those targets are met or exceeded

Network Affiliate Fees Cable and satellite television systems

generally pay per-subscriber fee network affiliate fees for

the right to distribute our programming under the terms of long-

term distribution contracts Network affiliate fees are reported

net of volume discounts earned by cable and satellite television

system operators and net of incentive costs offered to system

operators in exchange for initial long-term distribution contracts

Such incentives may include an initial period in which the pay
ment of network affiliate fees by the system is waived free

period cash payments to system operators network launch

incentives or both We recognize network affiliate fees as

revenue over the terms of the contracts including any free

periods Network launch incentives are capitalized as assets

upon launch of our programming on the cable or satellite televi

sion system and are amortized against network affiliate fees

based upon the ratio of each periods revenue to expected total

revenue over the terms of the contracts

Network affiliate fees due to us net of applicable discounts

are reported to us by cable and satellite television systems

Such information is generally not received until after the close

of the reporting period Therefore reported network affiliate

fee revenues are based upon our estimates of the number of

subscribers receiving our programming and the amount of

volume-based discounts each cable and satellite television

provider is entitled to receive We subsequently adjust these

estimated amounts based upon the actual amounts of network

affiliate fees received

Marketing and Advertising Costs Marketing and advertis

ing costs include costs incurred to promote our businesses

and to attract traffic to our Internet sites Advertising produc

tion costs are deferred and expensed the first time the adver

tisement is shown Other marketing and advertising costs are

expensed as incurred

Self-Insured Risks We are self-insured for employee health

workers compensation claims and certain other risks Third-

party administrators are used to process claims Estimated

liabilities for unpaid claims are based on our historical claims

experience and are developed from actuarial valuations While

we re-evaluate our assumptions and review our claims expe
rience on an ongoing basis actual claims paid could vary

significantly from estimated claims which would require ad

justments to expense

Stock-Based Compensation We have Long-Term Incen

tive Plan the Plan which is described more fully in Note 21

Capital Stock and Stock Compensation Plans The Plan pro

vides for the award of incentive and nonqualified stock op
tions stock appreciation rights restricted and unrestricted

Class Common shares and performance units to key

employees and non-employee directors

In accordance with FAS No 123R Share-based Pay

mentFAS 123R compensation cost is based on the

grant-date fair value of the award The fair value of awards

that grant the employee the right to the appreciation of the

underlying shares such as stock options is measured using

binomial lattice model The fair value of awards that grant

the employee the underlying shares is measured by the fair

value of Class Common share

Certain awards of Class Common shares have perfor

mance conditions under which the number of shares granted

is determined by the extent to which such performance condi

tions are met Performance Shares Compensation costs for

such awards are measured by the grant-date fair value of

Class Common share and the number of shares earned

In periods prior to completion of the performance period

compensation costs are based upon estimates of the number

of shares that will be earned

Compensation costs net of estimated forfeitures due to

termination of employment or failure to meet performance tar

gets are recognized on straight-line basis over the requisite

service period of the award The requisite service period is

generally the vesting period stated in the award However

because stock compensation grants vest upon the retirement

of the employee grants to retirement-eligible employees are

expensed immediately and grants to employees who will

become retirement eligible prior to the end of the stated vesting

period are expensed over such shorter period
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Net Income Per Share The computation of basic earnings

per share EPS is calculated by dividing earnings available

to common shareholders by the weighted-average number of

common shares outstanding Diluted EPS is similar to basic

EPS but adjusts for the effect of the potential issuance of

common shares The calculation of basic and diluted EPS and

shares outstanding for the periods presented prior to July

2008 is based on the number of shares outstanding at June

30 2008 There is no dilutive impact from common stock

equivalents for periods prior to July 2008 as we had no

dilutive equity awards outstanding The dilutive effect of our

share-based awards issued in connection with the conversion

refer to Note 21 Capital Stock and Stock Compensation

Plans for further discussion of conversion of Scripps

awards upon separation and for future Company grants are

included in the computation of diluted EPS in periods subse

quent to June 30 2008

The following table presents information about basic and

diluted weighted-average shares outstanding

For the years encd December

2008 2007

nized actuarial gains and losses are recorded as compo

nent of other comprehensive income within shareholders

equity The initial recognition of this standard in 2006 resulted

in decrease to shareholders equity of $0.6 million which

was net of deferred income tax effect of $0.3 million

In 2006 the FASB issued FIN 48 which clarified the

accounting for tax positions recognized in the financial state

ments in accordance with FAS 109 FIN 48 provides guidance

on the financial statement recognition and measurement of

tax position taken or expected to be taken in tax return

FIN 48 also provides guidance on de-recognition classifica

tion interest and penalties accounting in interim periods

disclosures and transition The adoption of FIN 48 as of

January 2007 reduced shareholders equity $29.7 million

In September 2006 the FASB issued FAS No 157 Fair

Value Measurements FAS 157 which defines fair value

establishes framework for measuring fair value and expands

disclosures about fair value measurements In February 2008

the FASB issued Staff Position 157-2 FSP 157-2 which

delayed the effective date of FAS 157 for non-financial assets

200 and liabilities except for those that are recognized at fair value

in the financial statements on recurring basis until January

163466 163466
2009 Under the provisions of the FSP 157-2 we delayed the

adoption of FAS 157 for fair value measurements used in the

impairment testing of goodwill and indefinite-lived intangible

assets and eligible non-financial assets and liabilities included

within business combination The adoption of FAS 157 did not

have material impact on our financial statements

_____ In February 2007 the FASB issued FAS No 159 The Fair

Value Option for Financial Assets and Financial Liabilities

Including an Amendment of FASB Statement No 115 FAS
159 which permits entities to choose to measure many finan

cial instruments and certain other items at fair value The provi

sions of FAS 159 were effective at the beginning of our 2008

fiscal year and had no impact on our financial statements

164131 163466 163466

Ar4-dilutive stock sec unties 13245

Minority Interests Losses attributable to non-controlling

interests in subsidiary companies are included in minority

interest in the consolidated and combined statements of

operations to the extent of the basis of the non-controlling

investment in the subsidiary company Losses in excess of

that basis excess losses are allocated entirely to us Sub

sequent profits are allocated entirely to us until such excess

losses are recovered All other profits attributable to non-

controlling interests in subsidiary companies are included in

minority interest in the consolidated and combined statements

of operations

Accounting Changes and Recently Issued

Accounting Standards

Accounting Changes During 2006 we adopted FAS

No 158 Accounting for Defined Benefit Pension and Other

Postretirement Plans an Amendment of FASB Statements

No 87 88 106 and 132RFAS 158 FAS 158 required us

to recognize over- or under-funded status of each of our

pension and postretirement plans in the consolidated and

combined balance sheets The standard did not change the

manner in which plan liabilities or periodic expense are meas

ured Changes in the funded status of the plans resulting from

unrecognized prior service costs and credits and unrecog

Recently Issued Accounting Standards In December

2007 the FASB issued FAS No 141R Business Combina

tions FAS 141R FAS 141R piovides guidance relating

to recognition of assets acquired and liabilities assumed in

business combination FAS 141R also establishes expanded

disclosure requirements for business combinations FAS

141R is effective for fiscal years beginning after December

15 2008 The statement will be applied prospectively to busi

ness combinations that occur subsequent to our January

2009 effective date except for the accounting for valuation

allowances on deferred taxes and acquired tax contingencies

associated with acquisitions FAS 141R amends FAS 109

such that adjustments made to valuation allowances on de

ferred taxes and acquired tax contingencies associated with

acquisitions that closed prior to the effective date of FAS

141R would also apply the provisions of FAS 141R
In December 2007 the FASB issued FAS No 160 Noncon

trolling Interests in Consolidated Financial Statements An

Amendment of ARB No 51FAS 160 FAS 160 establishes

accounting and reporting standards for the noncontrolling inter

est in subsidiary FAS 160 also requires that retained non-

controlling interest upon the deconsolidation of subsidiary be

initially measured at its fair value FAS 160 is effective for our

in thousands

Basic weighted-average

shares outstanding 163245

Effect of dilutive securities

Unvested restricted stock

and share units

held by employees 344

Stock options held by employees

and directors
_______

542
________ _______

Diluted weighted-average

shares outstandinct
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2009 fiscal year Upon adoption of FAS 160 we will be required

to report our noncontrolling interests minority interest liability

as separate component of shareholders equity We will also

be required to present net income allocable to the noncontrol

ling interests and net income attributable to the shareholders of

the Company separately in its consolidated and combined

statements of operations Currently noncontrolling interests are

reported between liabilities and shareholders equity in our con
solidated and combined balance sheets and the related income

attributable to minority interests is reflected as an expense in

arriving at net income FAS 160 requires retroactive adoption

of the presentation and disclosure requirements for existing

minority interests All other requirements of FAS 160 are to

be applied prospectively Had we applied this new standard

at December 31 2008 our shareholders equity would have

increased $146.7 million

FSP 142-3 In April 2008 the FASB issued FSP No.142-3

Determination of the Useful Life of Intangible Assets FSP
142-3 FSP 142-3 amends the factors that should be consi

dered in developing renewal or extension assumptions used

to determine the useful life of recognized intangible asset

under FAS 142 FSP 142-3 is effective for fiscal years begin

ning after December 15 2008 We do not expect that the

adoption of FSP 142-3 will have material impact on our

financial statements

FSPEITFO3-6-1 In June 2008 the FASB issued FSP

EITF 03-6-1 Determining Whether Instruments Granted in

Share-Based Payment Transactions Are Participating Securi

ties FSP EITF 03-6-1 FSP EITF 03-6-1 addresses whether

instruments granted in share-based payment transactions are

participating securities prior to vesting and therefore need to

be included in the earnings allocation in computing EPS under

the two-class method as described in FAS 128 Earnings per
Share FSP EITF 03-6-1 is effective for us on January 2009
and prior-period EPS data would be adjusted retrospectively

We do not expect that the adoption of FSP EITF 03-6-1 will

have material impact on our financial statements

Acquisitions

2008 In the third quarter we acquired an additional 4%

interest in FLN increasing our residual ownership

interest to approximately 94%

2007 In July 2007 we reached an agreement to acquire

Fum Machineworks Inc d/b/a Recipezaar.com user-

generated recipe and community site featuring more than

230000 recipes for cash consideration of approximately $25

million We also acquired Incando Corporation d/b/a

Pickle.com Web site that enables users to easily organize

and share photos and videos from any camera or mobile

phone device for cash consideration of approximately $4.7

million These acquisitions are part of our broader strategy at

SNI to move our online businesses beyond extensions of our

networks to become multi-branded user-centric applications

that create communities of online consumers in the home
food and lifestyle categories

2006 On March 16 2006 we acquired 100% of the common
stock of uSwitch Ltd for approximately $383 million in cash

Assets acquired in the transaction included approximately

$10.9 million of cash The acquisition financed using com
bination of cash on hand and borrowing on both existing and

new credit facilities enabled us to extend the reach of our

interactive services businesses into essential home services

and international markets

The following table summarizes the fair values of the assets

acquired and the liabilities assumed for certain of our acquisi

tions The allocation of these purchase prices reflects final

values assigned which may differ from preliminary values re

ported in the financial statements for prior periods

in thousands 2007 2006

Recipezaar/

Pickle uSwitch

Accounts receivable 135 9486

Other current assets 95 583

Property plant and equipment 4787 5368

Amortizable intangible assets 6640 129095

Goodwill 20193 274114

Total assets acquired 31850 418646
current liabilities 71 13251
Deterred income tax 1865 33238

Net purchase price 29914 372.157

Pro forma results of operations assuming the uSwitch

acquisition had taken place at the beginning of 2006 are

included in the following table The pro forma information

includes adjustments for interest expense that would have been

incurred to finance the acquisition additional depreciation

and amortization of the assets acquired and excludes pre

acquisition transaction related expenses incurred by uSwitch

The unaudited pro forma financial information is not necessarily

indicative of the results that actually would have occurred had

the acquisition been completed at the beginning of the period

Pro forma results are not presented for the other acquisitions

completed during 2008 and 2007 because the combined

results of operations would not be significantly different from

reported amounts

in thousands

unaudited

Operatrig revenues

Income tro continuing operations

For the
year ended December 31

26
1333738

230625
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Asset Write-Downs and Other

Charges and Credits

Income from continuing operations was affected by the following

Write-down of goodwill and other intangible assets In

conjunction with impairment tests of goodwill and intangible

assets we determined that the carrying values of our Shopzil

Ia and uSwitch businesses exceeded their fair values in 2008

and 2007 respectively Accordingly our 2008 results in

cluded write-down of Shopzilla goodwill totaling and reduc

ing net income by $244 million The 2007 results included

write-down of uSwitch goodwill and intangible assets totaling

$411 million including $312 million of nondeductible goodwill

Net income for 2007 was reduced by $382 million

Separation costs As result of the distribution of SNI to the

shareholders of Scripps SNl employees holding share-

based equity awards including share options and restricted

shares have received modified awards in our Companys

stock Under FAS 123R the adjustment to the outstanding

share-based equity awards is considered modification and

incremental stock-based compensation expense is recognized

to the extent that the fair value of the awards immediately prior

to the modification is less than the fair value of the awards

immediately after the modification In the third quarter of 2008

we recorded non-cash charge of $4.9 million related to

the modification of these stock-based awards Net income

was reduced by $3.2 million

In the second quarter of 2008 Scripps redeemed

their outstanding notes which were previously allocated to us

in our combined financial statements The associated loss on

extinguishment from such redemption which is not expected

to be deductible for income tax purposes has been allocated

to us in our statement of operations resulting in reduction to

year-to-date net income of $26.4 million

Other costs incurred in connection with the separation of

the Company from Scripps totaled $3.8 million in 2008

reducing year-to-date net income $2.5 million

Income tax adjustments In 2007 we changed our estimate

of the realizable value of certain uSwitch tax benefits recorded

in prior periods Net income was reduced by $9.5 million

In 2006 we modified filing positions in certain state and lo

cal tax jurisdictions in which we operate including filing

amended returns for prior periods and changed estimates for

unrealizable state operating loss carryforwards These items

reduced the tax provision and increased income from continu

ing operations by $15.8 million

Income Taxes

We file consolidated U.S federal income tax return unitary

tax returns ri certain states and separate state income tax

returns for certain of our subsidiary companies in other states

Included in our federal and state income tax returns is our pro

portionate share of the taxable income or loss of partnerships

and limited liability companies that are treated as partnerships

for tax purposes Our financial statements do not include any

provision benefit for income taxes on the income loss of

these entities allocated to the non-controlling interests

Food Network is operated under the terms of general

partnership agreement FLN is limited liability company and

is treated as partnership for tax purposes

reconciliation of amounts included in consolidated income

before tax and the income loss allocated to us for tax purposes

is as follows

in thousands For the years ended December 31

2008 2007 2006

Income loss allocated to SNI 216712 4130 354549

Consolidated income

Income allocated to

non-controlling interests 92607 82683 72904

Income from continuing operations

before income taxes and

minority interests 309319 78553 427453

in thousands For the years ended December 31

2008 2007 2006

Current

Federal 150609 112552 114147

Tax benefits from NOLs 3003 7489 22763

Federal net 147606 105063 91384

State and local 26382 16536 22286

Tax benefits from NOL5 2744 12292

State and local net 23638 4244 22286

Foreign 4691 1283 62

Total 166553 108024 113732

Tax benefits of compensation

plans allocated to

additional paid-in capital 12 514 1266

Total current income tax provision 166565 108538 114998

Deferred

Federal 22573 2115 14572

Other 4035 14848 9761

Total 26608 12733 4811

Deferred tax allocated to other

comprehensive income 198 5116 1068

Total deferred income tax provision 26806 17849 5879

Provision for income taxes 193371 126387 120877

The difference between the statutory rate for federal income

tax and the effective income tax rate was as follows

For the years ended December31

2008 2007 2006

35.0% 35.0% 35.0U.S federal statutory
income tax rate

Effect of

U.S state and local income taxes net

of federal income tax benefit 2.9 2.8 3.3

Income allocated

to non-controlling interests 5.6 6.0 6.0

Section 199 Production Activities

Deduction 1.4 1.8 0.8

Interest expense tax benefits from uSwitch 1.1 1.3 0.7

Adjustment of net operating loss

carryforward valuation allowances 1.6 1.9 2.1

Non-deductible debt extinguishment loss 1.6

Miscellaneous 1.9 1.6 0.4

Effective income tax rate excluding effects

of impairment 34.9 32.2 28.3

Impact of goodwill and other

intangible asset impairments 27.6 128.7

Effective income tax rate 62.5 160.9 28.3%

The provision for income taxes consisted of the following
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We believe adequate provision has been made for all open

tax years

The approximate effect of the temporary differences giving

rise to deferred income tax liabilities assets were as follows

in thousands As of December 31

2008 2007

Deferred tax assets

Accrued expenses not deductible until paid 4594 2395
Deferred compensation and retiree benefits

not deductible until paid 37084 24486
Tax basis capital loss and credit carryforwards 999
Federal net operating loss carryforwards 2292 6006
State and

foreign net operating loss carryforwards 23897 10954
67867 44840

Deferred tax liabilities

Property plant and equipment 6364 7783
Goodwill and other intangible assets 47920 41328
Investments primarily gains and losses not yet

recognized for tax purposes 74838 68186
Programs and program licenses 55145 25689
Other temporary differences net 3785 5093

188052 148079
valuation allowance for deferred tax assets 14076 12235

Net deferred tax liability 134261 115474

Total state net operating loss carryforwards were $257 million

at December 31 2008 Our state tax loss carryforwards expire

between 2019 and 2026

State net operating loss carryforwards are recognized as

deferred tax assets subject to valuation allowances At each

balance sheet date we evaluate whether all or some portion

of these deferred tax assets will not be realized The tax effect

of the carryforwards that are not expected to be realized is

included in the valuation allowance Changes in estimates on

valuation allowances related to operating loss carryforwards

reduced our tax provision $8.8 million in 2006

At December 31 2008 we had $48.0 million of net operating

loss carryforwards related to our U.K subsidiaries Although

these carryforwards are subject to unlimited carryforward pe
riods the deferred tax asset for these losses have been re

duced by valuation allowance of $14.1 million as it is more

likely than not that these loss carryforwards will not be realized

Undistributed earnings of foreign subsidiaries not included

in our consolidated federal income tax returns that could be

subject to additional U.S or foreign tax if remitted totaled

$1.9 million as of December 31 2008 No provision for U.S or

foreign income tax has been made on these undistributed

earnings as management intends to remit only the portion of

such earnings that would be offset by U.S foreign tax credits

It intends to reinvest the remainder outside the U.S indefinite

ly It is not practicable to estimate the amount of deferred in

come taxes related to permanently reinvested amounts

Effective January 2007 we adopted FIN 48 In accordance

with FIN 48 we recognized $29.7 million increase in our liability

for unrecognized tax benefits interest and penalties with cor

responding decrease to the January 2007 balance of retained

earnings

reconciliation of the beginning and ending balances of the

total amounts of gross unrecognized tax benefits is as follows

in tfousands

108 20J7

Gross unrecognized tax benefits Beginning of year $51380 $42614

Increases in tax positbns for prior years 7499

Decreases in tax positions for prioryears 2215
Increases in tax positb ns for current year 5424

Settlements 721

Lapse in statute of limitations 9231
Gross unrecognized tax benefits End of year $62136

The total amount of net unrecognized tax benefits that if rec

ognized would affect the effective tax rate was $40.9 million

at December 31 2008 and $35.1 million at December

31 2007 We accrue interest and penalties related to unre

cognized tax benefits in our provision for income taxes Re
lated to the amounts above we recognized an interest benefit

of $1.1 million in 2008 During 2007 we accrued interest of

$3.7 million Included in the balance of unrecognized tax ben
efits at December 31 2008 and December 31 2007 respec

tively are $7.9 million and $8.2 million of liabilities for interest

We file income tax returns in the U.S and in various state

local and foreign jurisdictions We are routinely examined by

tax authorities in these jurisdictions As of December 31 2008
we had been examined by the Internal Revenue Service

IRS through calendar year 2004 In addition several state

examinations are currently ongoing It is possible that these

examinations may be resolved within twelve months Due

to the potential for resolution of U.S federal and state

examinations and the expiration of various statutes of

imitation it is reasonably possible that our gross

unrecognized tax benefits balance may change within the

next twelve months by range of zero to $17.0 million

Our tax years for 2005 and forward are subject to

examination by the tax authorities With few exceptions the

Company is no longer subject to federal state local or foreign

examinations by tax authorities for years prior to 2004

Investments

The approximate ownership interest in each of our equity

method investments and their respective investment balances

were as follows

lin thousands Ownership As of December31

Interast 2008 2007

HGTVCanada 33.00% 21052 21809
Food Canada 29.00% 10457 9977
Fox-BRV Southern Sports Holthngs 7.25% 8251 6658

Food Network Magazine JV 50.00% 519

Total investments 40279 38444

We regularly review our investments to determine if there have

been any other-than-temporary declines in value These re

views require management judgments that often include esti

mating the outcome of future events and determining whether

factors exist that indicate impairment has occurred We eva
luate among other factors the extent to which costs exceed

fair value the duration of the decline in fair value below cost

and the current cash position earnings and cash forecasts

345

719

13853

4713

$51380
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and near term prospects of the investee No impairments were

recognized on any of our equity method investments in 2008

2007 or 2006

In 2008 we entered into joint venture with Hearst Corpora

tion for the publication of the Food Network Magazine We

have 50% ownership interest in the joint venture

In 2007 we contributed our 12% interest in Fox Sports

Net South for 7.25% interest in Fox-BRV Southern Sports

Holdings LLC Fox-BRV Fox-BRV will manage and operate

both the Sports South and Fox Sports Net South regional televi

sion networks

Fair Value Measurement

We adopted FAS 157 as of January 2008 with the exception

of the application of the standard to non-recurring nonfinancial

assets and liabilities The adoption of FAS 157 did not have

material impact on our fair value measurements FAS 157 de

fines fair value as the price that would be received to sell an

asset or paid to transfer liability in an orderly transaction be

tween market participants at the measurement date FAS 157

establishes fair value hierarchy which prioritizes the inputs

used in measuring fair value into three broad levels as follows

Level Quoted prices in active markets for identical as

sets or liabilities

Level Inputs other than quoted market prices in active

markets that are observable either directly or indirectly

Level Unobservable inputs based on our own

assumptions

The following table sets forth our assets that are measured at

fair value on recurring basis at December 31 2008

As of hocember3l ce
Level Level

or thousands

Total Level

Assets

Short-term inveshnents 2703 2703

Total assets measured at fair valae 2703 2703

Property Plant and Equipment

10 Goodwill and Other Intangible Assets

Goodwill and other intangible assets consisted of the following

in thousands As of December31

2008 2007

Goodwill 424213 665154

Other intangible assets

Amortizable intangible assets

Carrying amount

Acquired network distribution 43415 43415

Customer lists 187090 214269

Copyrights and other trade names 45235 52844

Other 29433 26586

Total carrying amount 305173 337114

Accumulated amortization

Acquired network distribution 13377 10563
Customer lists 132350 146050

Copyrights and other trade names 29933 34789
Other 18703 16327

Total accumulated amortization 194363 207729

Total other
intangible assets 110810 129385

Total goodwill and other intangible assets 535023 794539

In the course of performing impairment reviews in accordance

with FAS 142 and FAS 144 we determined that the goodwill of

our Shopzilla business was impaired The impairment is

function of both the changing competitive environment for

online comparison shopping services and our subsequent

decision to reposition Shopzilla within that marketplace for

maximum long-term growth The goodwill impairment charge

totaling $244 million was recorded in 2008 During our 2007

impairment reviews we determined that the goodwill and oth

er intangible assets of our uSwitch business were impaired

and recorded pretax write-down of goodwill and other in

tangible assets totaling $41 million The impairment was due

primarily to the general decline in energy switching activity

and the negative impact this decline was expected to have on

uSwitchs future results

To determine the fair value of our reporting units we used

market data and discounted cash flow analyses No other

impairment losses were recorded in 2008 or 2007

Property plant and equipment consisted of the following

in thousands As ot December 31

2008 2007

Land and improvements 11865 11865

Buildings and improvements 80473 68157

Equipment 143794 129883

Computer software 138094 92325

Total 374226 302230

Accumulated depreciation 172714 128975

Property plant and equipment 201512 173255
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Activity related to goodwill amortizable intangible assets

and indefinite-lived intangible assets by business segment

was as follows

iO thousands Lifestyle Interactive

Media Services Total

Goodwill

Balance as

of December31 2006 240502 723262 963764

Business
acquisitions 24934 24934

Adjustment of purchase

price allocations 14703 14703

Write-down of uSwitch 312116 312116

Foreign currency

translation adjustment 3275 3275

Balance as

of December 31 2007 265436 399718 665154

Business
acquisitions 7500 7500

Adjustment of purchase

price allocations 4741 4741

Write-down of Shopzilla 243700 243700

Balance as

of December 31 2008 268195 156018 424213

Amortizable

intangible assets

Balance as

of December 31 2006 38707 209702 248409

Other additions 40 40

Adjustment of purchase

price allocations 21004 21004

Write-down of uSwitch 98890 98890

Foreign currency translation

adjustment inclusive

of impact of purchase

price adjustments 4268 4268

Amortization 3269 42177 45446

Balance as

of December 31 2007 35438 93947 129385

Adjustment of purchase

price allocations 6640 6640

Other additions 76 76

Foreign currency

translation adjustment 2681 2681

Amortization 3979 18631 22610

Balance as

of December31 2008 38175 72635 110810

Estimated amortization expense of intangible assets for each

of the next five years is expected to be $22.8 million in 2009

$19.7 million in 2010 $18.4 million in 2011 $13.8 million in

2012 $8.4 million in 2013 and $27.7 million in later years

11 Programs and Program Licenses

Programs and program licenses consisted of the following

in thousands As of December31

2008 2007

cost of programs available for

broadcast 1057686 977180

Accumulated amortization 717256 658613

Total 340430 318567

Progress payments on programs not

yet
available for broadcast 133856 155908

Total programs and program licenses 474286 474475

In addition to the programs owned or licensed by us included

in the table above we have commitments to license certain

programming that is not yet available for broadcast Such

program licenses are recorded as assets when the program

ming is delivered to us and is available for broadcast These

contracts may require progress payments or deposits prior to

the program becoming available for broadcast Remaining

obligations under contracts to purchase or license programs

not yet available for broadcast totaled approximately $83.9

million at December 31 2008 If the programs are not pro

duced our commitment to license the programs would gener

ally expire without obligation

Progress payments on programs not yet available for

broadcast and the cost of programs and program licenses

capitalized totaled $280 million in 2008 $287 million in 2007

and $285 million in 2006

Estimated amortization of recorded program assets and pro

gram commitments for each of the next five years is as follows

in thousands Programs Programs Not

Available for Yet Available

Broadcast for Broadcast Total

2009 189957 78781 268738

2010 94383 71800 166183

2011 43683 35.693 79376

2012 12.407 23348 35755

2013 7735 7735

Later years 355 355

Total 340430 217712 558142

Actual amortization in each of the next five years will exceed the

amounts presented above as our national television networks

will continue to produce and license additional programs
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12 Unamortized Network Distribution Incentives 14 Long.Term Debt

Unamortized network distribution incentives consisted of the

following

As of December31

2008
________

2007

69957 90542

37839 44825

Network launch incentives

Unbilled affiliate fees

Total unamortized network

distribution incentives 107796 135367

We capitalized launch incentive payments totaling $3.5 million

in 2008 $0.4 million in 2007 and $1.2 million in 2006

Amortization recorded as reduction to affiliate fee revenue

in the consolidated and combined financial statements and

estimated amortization of recorded network distribution incen

tives for each of the next five years is presented below

in thousands

Amortization for the year ended December 31

2008 33391

2007 27016

2006 30589

Estimated amortization

for the year ending December 31

2009 38339

2010 28457

2011 23725

2012 12756

2013 1426

Later years 3093

Total 107796

Actual amortization could be greater than the above amounts

as additional incentive payments may be capitalized as we

expand distribution of our networks

in thousands As of December31

2008 2007

Accrued rent 10887 11093

Payable to Scripps 13543

Accrued license and copyright fees 2975 2186

Accrued expenses 43522 45351

Total 70927 58630

Accrued expenses includes outstanding checks that are re

ported as current liability in the accompanying consolidated

and combined balance sheets

in thousands As of December31

2008 2007

Revolving credit facility 80000

Due to Scripps 503361

Total 80000 503361

On June 30 2008 we entered into Competitive Advance

and Revolving Credit Facility the Revolving Credit Facility

that permits $550 million in aggregate borrowings and expires

in June 2013 Borrowings under the Revolver are available on

committed revolving credit basis at our choice of three

short-term rates or through an auction procedure at the time of

each borrowing The agreement includes certain affirmative

and negative covenants including maintenance of minimum

leverage ratio The Company borrowed $325 million under the

Revolving Credit Facility on June 30 2008 The weighted-

average interest rate on borrowings under the Revolving Cre

dit Facility was 0.7% at December 31 2008

Scripps utilized centralized approach to cash man

agement to finance its operations Based on the historical

funding requirements of the Company specifically the costs to

fund acquisitions fund investments in programming and oth

erwise support the expansion of Scripps Networks Interactive

businesses all Scripps third party debt and related interest

expense has been allocated to the Company for periods prior

to June 30 2008

Management believes the allocation basis for debt and

interest expense is reasonable based on the historical financing

needs of the Company However such estimates are not nec

essarily representative of our costs as stand-alone public

company for the periods presented

The allocated debt amounts have been classified on the

consolidated and combined balance sheets based on the

maturities of Scripps underlying debt

Certain long-term debt agreements contain restrictions on

the incurrence of additional indebtedness We are in com

pliance with all debt covenants

As of December 31 2008 we had outstanding letters of

credit totaling $0.5 million

Capitalized interest was $0.5 million in 2008 and $0.2 mil

lion in 2007

in thousands As of December31

2008 2007

Liability for pension and post

employment benefits 44558 39081

Network distribution incentives 992 6738

Deferred compensation 9814 18771

Liability for uncertain tax positions 46039 37793

Other 2836 243

Other liabilities less current portion 104239 102626

The carrying value of our program rights and network distribu

tion incentive liabilities approximate their fair value

in thousands

Long-term debt consisted of the following

13 Other Accrued Current Liabilities

Other accrued current liabilities consisted of the following

15 Other Liabilities

Other liabilities consisted of the following
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16 Minority Interests

Non-controlling interests hold an approximate 6% residual

interest in FLN The minority owners of FLN have the right

to require us to repurchase their interests and we have an

option to acquire their interests The minority owners will receive

the fair market value for their interests at the time their option is

exercised In 2006 we notified minority owner that we exercised

our call option on their 3.75% interest in FLN Upon reach

ing agreement on the exercise price of the call option we com

pleted the acquisition in the third quarter 2008 and recognized

goodwill from the transaction The put options on the

remaining non-controlling interest in FLN are currently exer

cisable The call options become exercisable in 2016

No amounts have been recorded in our consolidated and

combined balance sheets related to these options

Non-controlling interests hold an approximate 31%

residual interest in Food Network The Food Network general

partnership agreement is due to expire on December 31

2012 unless amended or extended prior to that date In the

event of such termination the assets of the partnership are to

be liquidated and distributed to the partners in proportion to

their partnership interests

17 Related Party Transactions

Cash Management Prior to the separation Scripps

used centralized approach for cash management to finance

its operations The Companys cash was available for use and

was regularly swept by Scripps to concentration

account at its discretion

Transfers of cash both to and from Scripps cash

management system were reflected as component of Parent

Company Net Investment within Shareholders Equity on the

consolidated and combined balance sheets Subsequent to

the separation SNI uses similar cash management ap
proach with the exception that the cash is swept to the SN ls

concentration account and there are no longer transfers be
tween the Company and Scripps

Debt and Related Items The Company was allocated the

entire amount of consolidated debt and net interest expense

of Scripps prior to June 30 2008 See Note 14 Long-

Term Debt for further information regarding these allocations

Allocated Expenses For periods prior to our separation

from Scripps on July 2008 the Company was allo

cated estimates of Scripps Networks Interactives portion of

Scripps corporate expenses for those periods based on

pro-rata percentage of Scripps combined net revenue

headcount and usage General corporate overhead expenses

primarily related to centralized corporate functions which in

cluded finance legal internal audit human resources infor

mation technology and various other functions historically

provided by Scripps For the first six months of 2008 the

Company was allocated $27.7 million of general corporate

overhead expenses incurred by Scripps During the

2007 and 2006 financial years the Company was allocated

$47.2 million and $41.5 million respectively

As discussed in Note Formation of the Company and Ba
sis of Presentation to the consolidated and combined financial

statements the Company believes the assumptions and me
thodologies underlying the allocation of general corporate over

head expenses from Scripps are reasonable However

such estimates are not necessarily representative of our costs

as stand-alone public company for the periods presented

As such the financial information herein may not necessari

ly reflect the combined financial position results of operations

and cash flows of the Company in the future or what it would

have been had the Company been an independent publicly-

traded company during the periods presented

Dividend On June 30 2008 Scripps Networks Interactive

paid cash dividend totaling $430 million to Scripps

Agreements with Scripps In connection with the Se

paration the following agreements between Scripps Networks

Interactive and Scripps became effective on July 2008

Separation and Distribution Agreement

Transition Services Agreement

Employee Matters Agreement

Tax Allocation Agreement

Separation and Distribution Agreement The Separation

and Distribution Agreement sets forth the agreements between

Scripps and the Company with respect to the principal corpo

rate transactions required to effect the separation and the distri

bution of the Companys shares to Scripps shareholders

and other agreements governing the relationship between

Scripps and the Company The distribution agreement provides

that Scripps Networks Interactive and Scripps and its sub

sidiaries other than Scripps Networks Interactive and its subsidi

aries will release and discharge each other from all liabilities of

any sort including in connection with the transactions contem

plated by the distribution agreement except as expressly set

forth in the agreement The releases do not release any party

from among other matters liabilities assumed or allocated to the

party pursuant to the distribution agreement or the other agree

ments entered into in connection with the separation or from the

indemnification and contribution obligations under the distribution

agreement or such other agreements

Transition Services Agreement The Transition Services

Agreement provides for Scripps and Scripps Networks

Interactive to provide services to each other on compensated

basis for period of up to two years Compensation will be on an

arms-length basis Scripps will provide services or support

to Scripps Networks Interactive including information technology

human resources accounting and finance and facilities The

Company has incurred expenses of $5.5 million for the six

months ended December 31 2008 related to these services

which are reported in other costs and expenses in the consoli

dated and combined statements of operations Scripps Networks

Interactive will provide information technology support and ser

vices to Scripps The Company has recorded $1.7 million

of revenue related to these services for the six months ended

December 31 2008 which are reported in other revenues in

the consolidated and combined statements of operations
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Employee Matters Agreement The Employee Matters

Agreement provides for the allocation of the liabilities and re

sponsibilities relating to employee compensation and benefit

plans and programs including the treatment of outstanding

incentive awards deferred compensation obligations and re

tirement and welfare benefit obligations between Scripps

and Scripps Networks Interactive The agreement provides that

Scripps and Scripps Networks Interactive will each be

responsible for all employment and benefit related obligations

and liabilities for employees that work for the respective com

panies The agreement also provides that Scripps Networks

Interactive employees will continue to participate in certain of

the Scripps benefit plans during transition period

through December 31 2008 After the transition period the

account balances or actuarially determined values of assets

and liabilities of Scripps Networks Interactive employees will be

transferred to the benefit plans of Scripps Networks Interactive

The agreement also governs the treatment of outstanding

Scripps share-based equity awards refer to Note 21Capital

Stock and Stock Compensation Plans for additional discussion

Tax Allocation Agreement The Tax Allocation Agreement

sets forth the allocations and responsibilities of Scripps

and Scripps Networks Interactive with respect to liabilities for

federal state local and foreign income taxes for periods be

fore and after the spin-off tax deductions related to compen
sation arrangements preparation of income tax returns dis

putes with taxing authorities and indemnification of income

taxes that would become due if the spin-off were taxable

Generally Scripps and Scripps Networks Interactive will

be responsible for income taxes for periods before the spin-off

for their respective businesses In connection with year-end

analysis of our tax accounts determination was made that we

owe payment to Scripps for tax related matters totaling

$13.5 million The liability to Scripps as of December 31

2008 is included within other accrued liabilities in the consoli

dated and combined statements of financial position

Other Agreements Scripps and Scripps Networks

Interactive have also entered into various other agreements

which management believes have been negotiated on an

arms-length basis and that individually or in the aggregate do

not constitute material agreements

18 Employee Benefit Plans

The Employee Matters Agreement provides for the participa

tion of our employees in certain benefit plans of Scripps

during transition period ending on December 31 2008 as

well as structural framework for the employee benefit plans

and programs that will be established by us During the transi

tional period our employees continue to participate in the

Scripps pension retirement and investment and supple

mental executive retirement plans until after which their ac
count balances or the actuarial-determined values of the as

sets and liabilities attributable to certain plan assets will be

transferred to our new plans

For periods prior to July 2008 our financial statements were

presented on carve-out basis and reported pension costs and

obligations included amounts attributed to Scripps histori

cal Lifestyle Media and Interactive Services businesses as well as

estimates to account for the inclusion of corporate employees

Following the Separation our pension costs and pension obliga

tions were actuarially determined based upon the actual number

of individuals employed by SNI Since the actuarially determined

amounts differ from the estimates that are being reported in our

carve-out financial statements for periods prior to July 2008

the footnote presentation below has been recast to reflect the

actual number of individuals employed by SNI for each period

presented The lines captioned actuarial adjustments related to

the separation that are reported in the tables below reflect the

impacts of Scripps corporate employees that became em
ployees of SNI effective July 2008

Benefits are generally based upon the employees com

pensation and years of service The Company also partici

pates in nonqualified Supplemental Executive Retirement

Plan SERP The SERP which is unfunded provides de

fined pension benefits in addition to the defined benefit

pension to eligible executives of the Company based on aver

age earnings years of service and age at retirement

Substantially all employees of the Company are also cov

ered by company-sponsored defined contribution plan The

Company matches portion of employees voluntary contribu

tion to this plan
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The measurement date used for the retirement plans is December 31 The components of the expense consisted of the following

in thousands For the
years

ended December31

Detined Benetit Plans SERP

2008 2007 2006 2008 2007 2006

Service cost 5403 3292 3220 2211 1.038 653

Interest cost 3221 1748 1.343 1.786 678 549

Expected return on plan assets 2591 2285 2106
Amortization of prior service cost credit 163 61 28 81 66
Amortization of net gain/loss 341 1418 350 170

curtailments 300

Special termination benefits 700

Total for defined benefit plans 6537 2816 3485 5334 2000 1367

The curtailment settlement and special termination costs incurred in 2006 are primarily attributed to the divestiture of our

Shop At Home business and related severance of employees

Expense related to our defined contribution plans was $3.8 million in 2008 $3.0 million in 2007 and $2.5 million

in 2006

Assumptions used in determining the annual retirement plans expense were as follows

Detined Benetit Plans SERF

2008 2007 2006 2008 2007 2006

Discount rate 625 6.00 5.75 6.25 6.00 5.75

Long-term rate of return on plan assets 8.25 8.25 8.25 NI NI NI

Increase in compensation levels 7.40 5.00 4.50 7.40 5.00 4.50

The discount rate used to determine our future pension obliga

tions is based on dedicated bond portfolio approach that

includes securities rated Aa or better with maturities matching

our expected benefit payments from the plans The increase

in compensation levels assumption is based on actual past

experience and the near-term outlook

The expected long-term rate of return on plan assets is

based upon the weighted-average expected rate of return and

capital market forecasts for each asset class employed Our

expected rate of return on plan assets also considers our histor

ical compounded return on plan assets for 10 and 15 year pe
riods which exceed our current forward-looking assumption

Our investment policy is to maximize the total rate of return

on plan assets to meet the long-term funding obligations of the

plan Plan assets are invested using combination of active

management and passive investment strategies Risk is con

trolled through diversification among multiple asset classes

managers styles and securities Risk is further controlled

both at the manager and asset class level by assigning return

targets and evaluating performance against these targets

Information related to our pension plan asset allocations

by asset category were as follows

Target Percentage of
plan assets

allocation as of December 31

2009 2008 2007

US equity securities 47 49 53

Non-US equity securities 13 12 13

Fixed-income securities 40 39 34

Total 100 100 100

U.S equity securities include common stocks of large

medium and small companies which are predominantly

U.S based Non-U.S equity securities include companies

domiciled outside the U.S Fixed-income securities include

securities issued or guaranteed by the U.S government and

corporate debt obligations as well as investments in hedge

fund products and real estate
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Obligations and Funded Status Defined benefit plans pension obligations and funded status are actuarially valued as of the

end of each fiscal year The following table presents information about our employee benefit plan assets and obligations

in thousands For the years ended December31

Defined Benefit Plans SERF

______________________
2008 2007 2008 2007

Accumulated benefit obligation 36414 26551 19949 12128

Change in projected benefit obligation

Projected benefit obligation at beginning of year 40944 26117 19257 10816
Service cost 5403 3292 2.211 1038
Interest cost 3221 1.748 1786 678

Benefits paid 143 400 225 215
Actuarial losses gains 6395 9677 6294 6940
Prior service cost 292

Plan amendments sio

Actuarial adjustment related to separation 3754 5392

Projected benefit obligation at end of year 47.076 40944 22127 19257

Plan assets

Fair value at beginning of year 29623 27884

Actual return on plan assets 6989 2139

Company contributions 225 215

Benefits paid 143 400 225 215
Actuarial adjustment related to separation 1848

Fair value at end of year 24339 29623

Over/under funded status 22737 11321 22127 19257

Amounts recognized as assets and liabilities in consolidated

and combined balance sheets

Current liabilities 305 280
Non-currentliabilities 22737 11321 21822 18977

Total 22737 11321 22127 19257
Amounts recognized in accumulated other comprehensive

income consist of

Netgain/loss 9065 4699 5416 10438
Prior service cost credit 116 963 528 491

Total 10221 5662 4888 9947

Other changes in plan assets and benefit obligations recognized in other comprehensive income consist of

lie thousands For the years ended December31

Defined Benefit Plans SEOP

2008 2007 2008 2007

Net actuarial loss gain 3184 9677 6294 6940

Amortization of net gain loss 341 1418 350

Prior service cost 292 510

Amortization of prior service credit cost 163 61 81 66

Actuarial adjustment related to separation 1587 2572

Total recognized in other comprehensive income 4559 10126 5.059 6656
Net periodic benefit cost 6537 2816 5334 2000
Total recognized in net periodic benefit cost

and other comprehensive income 11096 12942 275 8656

Related to our defined benefit pension plans we expect to recognize amortization from accumulated other comprehensive

income into net periodic benefit costs of $0.6 million for the net actuarial loss and $0.2 million for the prior service costs during

2009 The estimated actuarial loss for our non-qualified SERF plan that will be amortized from accumulated other comprehensive

income into net periodic benefit costs during 2009 is $0.7 million The estimated prior service credit for our SERP plan that will be

recognized in net periodic benefit costs in 2009 is $0.1 million



F-36

Information for pension plans with an accumulated benefit obligation in excess of plan assets was as follows

We anticipate contributing $0.3 million to fund current benefit

payments for our non-qualified SERP plan in 2009 We anticipate

making $0.8 million contribution to meet the minimum funding

requirements for our defined benefit pension plans in 2009

Estimated future benefit payments expected to be paid for

the next ten years are as follows

in thousands Defined

Benefit Plans SERP

2009 265 305

2010 411 389

2011 487 502

2012 654 683

2013 919 912

2014-2018 9377 7727

19 Segment Information

The Company determines its business segments based upon

our management and internal reporting structure Our report

able segments are strategic businesses that offer different

products and services

Lifestyle Media includes five national television networks

and their affiliated Web sites HGTV Food Network DIY FLN

and GAC and our 7.25% interest in FOX-BAy Southern Sports

Holdings which comprises the Sports South and Fox Sports

Net South regional television networks Our networks also

operate internationally through licensing agreements and joint

ventures with foreign entities We own approximately 69% of

Food Network and approximately 94% of FLN Each of our

networks is distributed by cable and satellite television systems

Lifestyle Media earns revenue primarily from the sale of adver

tising time and from affiliate fees from cable and satellite tele

vision systems

Interactive Services includes our online comparison shop

ping services Shopzilla BizRate and uSwitch Shopzilla and

BizRate are product comparison shopping services that help

consumers find products offered for sale on the Web by online

retailers Shopzilla and BizRate also operate Web-based

consumer feedback network which collects consumer reviews

of stores and products each year The Company acquired

uSwitch on March 16 2006 uSwitch operates an online com

parison service that helps consumers compare prices and

arrange for the purchase of range of essential home servic

es including gas electricity home phone broadband provid

ers auto insurance and personal finance products primarily

in the United Kingdom The Interactive Services businesses

earn revenue primarily from referral fees and commissions

paid by participating online retailers and service providers

The accounting policies of each of our business segments

are those described in Note 2-Summary of Significant

Accounting Policies

Each of our segments may provide advertising program

ming or other services to our other reportable segments In

addition certain corporate costs and expenses including

information technology pensions and other employee bene

fits and other shared services are allocated to our business

segments The allocations are generally amounts agreed upon

by management which may differ from amounts that would be

incurred if such services were purchased separately by the

business segment Corporate assets are primarily cash cash

equivalents and other short-term investments property and

equipment primarily used for corporate purposes and de

ferred income taxes

Our chief operating decision maker as defined by FAS

131evaluates the operating performance of the reportable

segments and makes decisions about the allocation of re

sources to the reportable segments using measure we call

segment profit Segment profit excludes interest income tax

es depreciation and amortization divested operating units

restructuring activities investment results and certain other

items that are included in net income determined in accor

dance with accounting principles generally accepted in the

United States of America Lifestyle Media segment profits in

clude equity in earnings of affiliates

in thousands For the years ended December31

Defined Benefit Plans SERP

2008 2007 2008 2007

Accumulated benefit obligation 36414 19949 12128

Fair value of plan assets 24339

Information for pension plans with projected benefit obligation in excess of plan assets was as follows

in thousands For the years ended December 31

Defined Benefit Plans SERP

2008 2007 2008 2007

Projected benefit obligation 47076 40944 22127 19257

Fair value of plan assets 24339 29623

Assumptions used to determine the defined benefit plans benefit obligations were as follows

For the years ended December 31

Defined Benefit Plans SERP

2008 2007 2008 2007

Discount rate 6.25% 6.25% 6.25% 6.25%

Rate of compensation increases 4.40% 7.40% 4.40% 7.40%
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Information regarding our business segments is as follows

in thousands For the years ended December 31

2008 2007 2006

Segment operating revenues

Lifestyle Media 1312313 1184901 1052403

Interactive Services 278407 256364 271066

Corporate 86

Intersegment eliminations 169
Total operating revenues 1590637 1441265 1323469

Segment profit loss

Lifestyle Media 647557 605014 517572

Interactive Services 67686 39751 67688

Corporate 49178 35006 33189

Depreciation and amortization of intangibles 73937 86694 70705
Write-down of goodwill and other intangible assets 243700 411006
Losses on disposal of property plant and equipment 788 687 564
Interest expense 14207 36770 54045
Gains losses on repurchases of debt 26380 1245 435

Miscellaneous net 2266 2706 261

Income from continuing operations before income taxes and minority interests 309319 78553 427453

Depreciation

Lifestyle Media 24330 19923 16688

Interactive Services 26738 20323 11221

Corporate 259 1002 1111

Total depreciation 51327 41248 29020

Amortization of intangible assets

Lifestyle Media 3979 3269 3305

Interactive Services 18631 42177 38380

Tofal amortization of intangible assets 22610 45446 41685

in thousands For the years ended December 31

2008 2007 2006

Additions to property plant and equipment

Lifestyle Media 57074 35306 17579

Interactive Services 20684 35564 21534

Corporate 3283 2223 1304

Total additions to property plant and equipment 81041 73093 40417

Business acquisitions and other additions to long-lived assets

Lifestyle
Media 290871 317566 286130

Interactive Services 372157

Corporate

Total 290871 317566 658291

Assets

Lifestyle Media 1439731 1404188 1279112

Interactive Services 324994 607351 1037262

Corporate 8483 6288 7341

Total assets from continuing operations 1773208 2017827 2323715

Discontinued operations 61237

Total assets 1773208 2017827 2384952

No single Customer provides more than 10% of our revenue The Company earns international revenues from its Shopzilla and

uSwitch businesses It also earns international revenue from HGTV and Food Network programming in international markets

Approximately 91% of our international revenues which were $73.7 million in 2008 were earned in United Kingdom markets

Other additions to long-lived assets include investments capitalized intangible assets and Lifestyle Medias capitalized

programs and network launch incentives
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20 Commitments and Contingencies

We are involved in litigation arising in the ordinary course of

business none of which is expected to result in material loss

Minimum payments on noncancelable leases at December

31 2008 were 2009 $15.8 million 2010 $13.7 million

2011 $13.0 million 2012 $13.1 million 2013 $13.3 million

and latdr years $45.5 million We expect our operating leases

will be replaced with leases for similar facilities upon their ex

piration Rental expense for cancelable and noncancelable

leases was $23.0 million in 2008 $19.0 million in 2007 and

$14.5 million in 2006

In the ordinary course of business we enter into long-term

contracts to obtain satellite transmission rights or to obtain

other services Liabilities for such commitments are recorded

when the related services are rendered Minimum payments

on such contractual commitments at December 31 2008

were 2009 $47.2 million 2010 $28.3 million 2011 $15.5

million 2012 $12.6 million 2013 $11.2 million and later

years $47.3 million We expect these contracts will be re

placed with similar contracts upon their expiration

21 Capital Stock and Stock Compensation Plans

Capital Stock SN ls capital structure includes Common Vot

ing Shares and Class Common shares The articles of in

corporation provide that the holders of Class Common

shares who are not entitled to vote on any other matters ex

cept as required by Ohio law are entitled to elect the greater

of three or one-third of the directors The Common Voting

Shares and Class Common shares have equal dividend

distribution rights

Incentive Plans In connection with the Separation we im

plemented new stock based compensation plan Scripps

Networks Interactive Inc 2008 Long-Term Incentive Plan the

Plan and registered 19000000 common shares available

for issuance under the Plan Scripps share based

awards which included stock options and restricted stock

awards held by our employees and certain former employees

of Scripps were converted to equivalent share based

awards of Scripps Networks Interactive Inc The conversions

were based on the ratio of the market price of each compa

nys publicly traded common stock at the time of Separation

The Plan is administered by our Board of Directors As of De

cember 31 2008 options with respect to 11890374 shares

are outstanding under the Plan In addition total of 365990

restricted stock awards are outstanding under the Plan as of

December 31 2008

The Plan provides for long-term performance compensation

for key employees and members of the Board of Directors

variety of discretionary awards for employees and non-

employee directors are authorized under the Plan including

incentive or non-qualified stock options stock appreciation

rights restricted or nonrestricted stock awards and perfor

mance awards The vesting of such awards may be condi

tioned upon either specified period of time or the attainment

of specific performance goals as determined by the adminis

determination by the administrator with respect to each grant

Option prices are generally expected to be set at the fair mar

ket price of our common stock at date of grant and option

terms are not expected to exceed ten years The Plan expires

in 2018 except for options then outstanding

We satisfy stock option exercises and vested stock

awards with newly issued shares Shares available for

future stock compensation grants totaled 6.4 million as

of December 31 2008

Stock Options Stock options grant the recipient the

right to purchase Class Common shares at not less than

100% of the fair market value on the date the option is

granted Stock options granted to employees generally vest

over three year period conditioned upon the individuals

continued employment through that period Vesting of awards

is immediately accelerated upon the retirement death or dis

ability of the employee or upon change in control of the

Company or in the business in which the individual is em
ployed Unvested awards are forfeited if employment is termi

nated for other reasons Options granted to employees prior to

2005 generally expire 10 years after grant while options

granted in 2005 and later generally have 8-year terms Stock

options granted to non-employee directors generally vest over

one-year period and have 10-year term

Compensation costs of stock options are estimated on the

date of grant using binomial lattice model The weighted-

average assumptions Scripps used in the model for pre

Separation grants in 2008 2007 and 2006 are as follows

2008 2007 2006

Weighted-average

fair value of stock options granted $9.18 $12.58 $12.75

Assumptions used

to determine fair value

Dividend yield 1.3% 1.0% 0.9%

Risk-free rate of return 3.1% 4.7% 4.6%

Expected life of options years 6.00 5.35 5.38

Expected volatility 19.3% 20.6% 21.3%

The weighted-average assumptions Scripps Networks Interactive

Inc used in the model for post-Separation grants are as follows

2008

Weighted-average

fair value of stock options granted $8.46

Assumptions used

to determine fair value

Dividend yield 0.8%

Risk-free rate of return 3.4%

Expected life of options years 5.45

Expected volatility 23.0%

Dividend yield considers our historical dividend yield paid and

expected dividend yield over the life of the options The risk-free

rate is based on the U.S Treasury yield curve in effect at the time

of grant The expected life of employee stock options represents

the weighted-average period the stock options are expected to

remain outstanding and is derived output of the valuation mod

el Expected volatility is based on combination of historical

share price volatility for longer period and the implied volatility

of exchange-traded options on our Class Common shares

trator of the plan The option price and term are also subject to
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The following table summarizes information about stock

option transactions

shares in thousands Weighted- Range of

Number Average Exercise

of Shares Exercise Price Prices

Outstanding at

December 31 2007

Converted from Scripps

awards related to our employees

atJune 30 2008 6033 $40.50 $19-$49

Converted from Scripps

awards related to Scripps

employees at June 30 2008 6223 $37.17 $22- $50

Granted in 2008 20 $40.70 $40.70

Exercised in 2008 260 $22.64 $19 $37

Forfeited in 2008 126 $42.23 $37- $48

Outstanding at

December 31 2008 11890 $38.75 $20- $50

Options exercisable at

December 312008 10195 $38.57 $20-$50

The following table presents additional information about

exercises of stock options

in thousands For the years ended December 31

2008 2007 2006

Cash received upon exercise 5873 3257 8018

Intrinsic value market value

on date of exercise less

exercise price 4068 1447 3446

Substantially all options granted prior to 2006 are exercisable Options generally become exercisable over three-year period

Information about options outstanding and options exercisable by year of grant is as follows

dollam in millions excef per share arrounts

Yew of Grant

1999 expire in 2009

2000 expire in 2010

2001 -expire in 2011

2002 expire in 2012

2003 expire in 2013

2004 -expire in 2014

2005 expire in 2013

2006 expire in 2014

2007 expire in 2015

008 expire in 2016

Total

Options Outstanding Options Exercisae

Average Weighted Aggregate Weighted Aggregate

Range of Remaining Options Avera lntænsc
Options Average Intrinsic

Exercise Term on Shares Exercise Value on Shares Exercise Value

Rices in years Outstanding Rice in millions Exercisate Price in mlions

$21 -23 0.29 220357 $22.11 $2.5 220357 $22.11 $2.5

20-27 1.45 884594 23.19 8.9 884594 23.19 8.9

27-33 2.52 1056124 30.00 3.5 1056124 30.00 3.5

35-36 3.57 1394264 35.20 1394264 35.20

37-43 4.43 1495589 37.44 1495589 37.44

43-50 5.38 1743145 46.05 1743145 46.05

43-48 4.47 1524060 43.82 1524060 43.82

40-46 5.47 1537597 45.18 1288422 4517

38-46 6.36 1084673 44.86 588111 44.45

949971 40.08 471 .80

$20-SO 4.13 11890374 $38.75 $14.9 10195137 $38.57 $14.9
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Restricted Stock Awards of Class Common shares re
stricted stock generally require no payment by the em
ployee Restricted stock awards generally vest over three-

year period conditioned upon the individuals continued em
ployment through that period The vesting of certain awards

may also be accelerated if certain performance targets are

met Vesting of awards is immediately accelerated upon the

retirement death or disability of the employee or upon

change in control of SNI or in the business in which the indi

vidual is employed Unvested awards are forfeited if employ

ment is terminated for other reasons Awards are nontransfer

able during the vesting period but the shares are entitled to

all the rights of an outstanding share There are no post-

vesting restrictions on shares granted to employees and non-

employee directors

At the election of the employee restricted stock awards

may be converted to restricted stock units RSU prior to

vesting RSUs are convertible into equal number of Class

Common shares at specified time or times or upon the oc

currence of specified event such as upon retirement at the

election of the employee

Performance share awards represent the right to receive

grant of restricted shares if certain performance measures are

met Each award specifies target number of shares to be

issued and the specific performance criteria that must be met

The number of shares that an employee receives may be less

or more than the target number of shares depending on the

extent to which the specified performance measures are met

or exceeded There are no performance share awards out

standing at December 31 2008

Information related to restricted stock transactions is pre

sented below

shares in thousands Grant Date Fair Value

Number Weighted Range of

of Shares Average Prices

Unvested shares at

December3l2007

Converted from Scripps

awards related to our employees

at June 30 2008 273 $45.43 $41 $50

Converted from Scripps

awards related to Scripps

employees at June 30 2008 142 $45.20 $42- $49

Shares awarded in 2008 19 $36.00 $25- $40

Shares vested in 2008 52 $46.51 $41 $50

Shares forfeited in 2008 16 $45.45 $42- $49

Unvested shares at

December 312008 366 $44.71 $25-$49

The following table presents additional information about

restricted stock vesting

in thousands For the years ended December31

2008 2007 2006

Fair value of shares vested 1225 5373 6863

Stock-Based Compensation In accordance with FAS

123R compensation cost is based on the grant-date fair

value of the award The fair value of awards that grant the em
ployee the right to the appreciation of the underlying shares

such as share options is measured using lattice-based bi

nomial model The fair value of awards that grant the em
ployee the underlying shares is measured by the fair value of

Class Common share

Compensation costs net of estimated forfeitures due to

termination of employment or failure to meet performance tar

gets are recognized on straight-line basis over the requisite

service period of the award The requisite service period is

generally the vesting period stated in the award However

because share compensation grants vest upon the retirement

of the employee grants to retirement-eligible employees are

expensed immediately and grants to employees who will be

come retirement eligible prior to the end of the stated vesting

period are expensed over such shorter period The vesting of

certain awards is also accelerated if performance measures

are met If it is expected those performance measures will be

met compensation costs are expensed over the accelerated

vesting period

For periods presented prior to the Separation stock-based

compensation expense attributable to employees of the Com

pany has been allocated in the consolidated and combined

statements of operations In addition stock-based compensa
tion expense attributable to Scripps corporate em

ployees has been allocated to the Company based on reve

nue For periods after the separation stock-based

compensation costs represent expenses from newly issued

SNI awards and expenses from Scripps awards con

verted to equivalent share based awards in SNI stock

summary of stock-based compensation costs is as follows

in thousands For the years ended December 31

2008 2007 2006

Allocated stock-based

compensation costs 8157 21300 21100

Compensation cost on

SNI stock awards 11035

Total stock-based compensation costs 19192 21300 21100

As of December 31 2008 $7.4 million of total unrecognized

stock-based compensation cost related to stock options is

expected to be recognized over weighted-average period

of 1.5 years In addition $3.7 million of total unrecognized

stock-based compensation cost related to restricted stock is

expected to be recognized over weighted-average period of

1.6years

As result of the distribution of SNI to the shareholders of

Scripps SNI employees holding share-based equity

awards including share options and restricted shares have

received modified awards in our Companys stock In accor

dance with FAS 123R charge of $4.9 million was recorded

at the time of modification related to our employees As of

December 31 2008 the modification also created approx

imately $2.3 million of unrecognized stock based compensa
tion associated with our unvested stock options which is ex

pected to be recognized over range of to years
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22 Summarized Quarterly Financial Information Unaudited

Summarized financial information is as follows

in thousands except per share data 1st 2nd 3rd 4th

2008 Quarter Quarter Quarter Quarter Total

Operating revenues 388332 416074 374711 411520 159Q637

Costs and expenses 234678 235077 239677 230638 940070
Depreciation and amortization of

intangible assets 17710 18257 18635 19335 73937
Write-down of Shopzilla goodwill 243700 243700
Gains losses on disposal of PPE 764 71 47 788
Interest expense 5821 5289 2199 898 14207
Equity in earnings of affiliates 3676 5083 5418 1321 15498

Losses on repurchases of debt 26380 26380
Miscellaneous net 1143 226 1547 1636 2266

Provision for income taxes 43120 58604 44517 47130 193371
Minority interests 22267 24433 19321 26370 92391

Net income loss 66505 53272 57327 153547 23557

Net income loss per share of common stock

Basic .41 .33 $35 .94 .14

Diluted .41 .33 $35 .94 .14

Weighted average shares outstanding

Basic 163466 163466 163152 163338 163245
Diluted 163466 163466 164472 163338 164131

Cash dividends per share of common stock $08 .08 .15

1st 2nd 3rd 4th

2007 Quarter Quarter Quarter Quarter Total

Operating revenues 332413 367170 343965 397717 1441265

Costs and expenses 219113 209183 210028 210785 849109
Depreciation and amortization of intangible assets 23433 21085 20226 21950 86694
Write-down of uSwitch goodwill and other intangible assets 411006 411006
Losses on disposal of PPE 68 196 368 55 687
Interest expense 10086 10212 8810 7662 36770

Equity in earnings of atfiliates 3970 4552 3613 5468 17603

Gains on repurchases of debt 317 928 1245

Miscellaneous net 70 1543 573 520 2706

Provision tor income taxes 25560 41552 34216 25059 126387
Minority interests 17929 20906 17974 25725 82534

Income loss from continuing operations 40264 70448 57457 298537 130368
Income loss from discontinued operations net of tax 4012 230 441 262 3961

Net income loss 44276 70218 57898 298799 126407

Net income loss per basic share of common stock

Income loss from continuing operations .25 .43 .35 1.83 .80

Income loss from discontinued operations .02 .00 .00 .00 .02

Net income loss per basic share of common stock .27 .43 .35 1.83 .77

Net income loss per diluted share of common stock

Income loss from continuing operations .25 .43 .35 1.83 .80

Income loss from discontinued operations .02 .00 .00 .00 .02

Net income loss per diluted share of common stock .27 .43 .35 1.83 .77

Weighted average shares outstanding

Basic 163466 163466 163466 163466 163466
Diluted 163466 163466 163466 163466 163466

The sum of the quarterly net income per share amounts may not equal the reported annual amount because each is computed

independently based upon the weighted-average number of shares outstanding for the period
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Valuation and Qualifying Accounts

for the Years Ended December 31 2008 2007 and 2006 Schedule II

Column Column Column Column Column Column

in thousands Increase

Additions Deductions Decrease

Balance Charged to Amounts Recorded Balance

Beginning Revenues Charged Acquisitions End of

Classification of Period Costa Expenses Off-Net Diveatitures Period

Allowance for Doubtful Accounts Receivable

Year Ended December 31

2008 3945 2384 849 5480

2007 10444 2075 8574 3945

2006 13887 876 4319 10444
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